
PROPOSED WITNESS TESTIMONY

In addition to the 126 exhibits contained in Vols. 1-4 of the Mass Media Bureau

Exhibits, the Bureau intends to call Edward J. Sackley, III, Robert Watson and Steven Kline

as witnesses in the presentation of its direct case in this matter.

Mr. Sackley is expected to testify about the matters described in his affidavit (MMB

Ex. 23). Mr. Watson and Mr. Kline, both employees of Pathfinder, are expected to testify

about the operations of Stations WRBR and WBYT.
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and the genuineness of documents attached hereto. l Each response shall be labelled with the

same nwnber as the subject admission request and shall be made Wlder oath or affinnation by

the person making the response. In addition, respondent is reminded that Section 1.246

provides that "[a] denial shall fairly meet the substance of the requested-admission, and when

good faith requires that a party deny only a part or a qualifiamon of a matter of which an

admission is requested he shall specify so much of it as is true and deny only the remainder."

Admissions

1. John F. Dille, ill, ("Dille" or "John Dille") President, a director, and majority

stockholder of Pathfinder, was contacted in the summer of 1992 by John Booth of Booth

American Company ("BAC") for the purpose of discussing a Joint Sales Agreement involving

Radio Station WBYf(FM)(fonnerly WLTA(FM), Elkhart, Indiana, licensed to Pathfinder,

and WRBR(FM), South Bend, Indiana, then licensed to BAC.

2. ! Following negotiations between Pathfinder and BAC, a Joint Sales Agreement

("JSA") was in fact entered into between those parties on December 18, 1992.

3. Attachment 1 hereto is a genuine copy of the JSA entered into on December

18, 1992.

4. In the Spring of 1993, Dille learned of BACs interest in selling Station WRBR

and a series of discussions occurred about the possible purchase of WRBR by Pathfinder.

5. The acquisition of WRBR by Pathfinder would have required a waiver of the

radio-newspaper cross-ownership rule, Section 733555(d) of the Commission's rules, 47

I All references to "Pathfinder" herein encompass the corpomte entity, its stockholders,
officers, directors, employees, and agents, as well as related entities, including Truth
Publishing Company, Inc., Federated Media, and Sign-Pro.
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C.F.R § 73.3555(d), because Dille had - and still has - an attributable interest in Truth

Publishing Company, Inc., publisher of the Elkhart .Imtb., a daily newspaper published in

Elkhart, Indiana, a community entirely within the predicted 1 mV/m contour of Station

WRBR

6. In July 1993, HAC indicated to Dille that it was unwilling to enter into an

agreement to sell WRBR to Pathfinder that was dependent upon favorable FCC action on a

request for a waiver of the radio-newspaper cross-ownership rule.

7. Thereafter Dille contacted David Hicks and proposed that Hicks should become

the controlling principal of an entity that would acquire the license of WRBR.

8. Subsequent to his initial contact with Hicks, Dille decided that his three

children - John F. Dille, IV, Sarah F. Dille, and Alec C. Dille (collectively, "the Dille

children") - would hold the noncontrolling interest in the proposed entity in three equal parts,

to which David Hicks agreed.

9. On August 17, 1993, Dille sent by fax to John Booth a Note proposing the sale

of WRBR to the new entity including Hicks and Dille's children, provisionally identified as

Newco.

10. Attachment 2 hereto is a genuine copy of the Note faxed to John Booth on

August 17, 1993.

11. On August 17, 1993, Pathfinder's counsel, Alan Campbell, prepared and sent a

Memorandum concerning the proposed transaction to John Quale, counsel for BAC.

12. Attachment 3 hereto is a genuine copy of the August 17, 1993, Memorandum.
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13. Dille's efforts to organize an entity for the purpose of acquiring the license of

WRBR were designed in substantial part to ensure that the entity that succeeded BAC as the

licensee of WRBR would continue the Joint Sales Agreement with Pathfinder.

14. On November 30, 1993, an Asset Pw-chase Agreement ("APA") was entered

into between BAC and Hicks as agent for an Indiana limited liability company to be fonned.

15. The purchase price and tenns of payment specified in the APA were

substantially similar to the purchase price and tenns of payment that had previously been

negotiated between BAC and Pathfinder.

16. John Dille assured BAC principal John Booth infonnally that Dille or his

children would ensure payment of the amounts due to BAC, irrespective of what happened.

17. Prior to November 30, 1993, Dille had proposed to Hicks some fonn of option

or buy/sell arrangement whereby the Dille children would be able to acquire the controlling

interest of Hicks in the company to be fonned to acquire the WRBR license; and Hicks had

expressed no objection to such an arrangement to Dille.

18. Prior to November 30, 1993, none of the Dille children had met with Hicks

regarding the proposed venture to acquire the WRBR license.

19. On November 30, 1993, the sum of $24,500 was deposited in an escrow

account in the fonn of three approximately equal payments from the Dille children to cover

their portion of an escrow deposit required by the APA

20. Prior to the escrow deposit, John Dille had written checks to each of his

children in the amount of their individual escrow obligation, which. the children deposited in
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their own accounts. The Dille children then wrote checks to the escrow agent in the same

\ amount as the funds received from Dille.

21. Attachment 4 includes genuine copies of cancelled checks, deposit slips, and

memoranda to each of the Dille children from Robert Watson, Secretary-Treasurer of

Pathfinder, reflecting the transactions described in the two foregoing Requests.

22. An application for Commission approval of the assignment of the WRBR

license from BAC to the entity now known as Hicks Broadcasting of Indiana, LLC (HBI) was

filed on December 22, 1993.

23. The HBI application was filed by the the law finn of Irwin, Campbell &

Crowe, P.e., which also represented Pathfinder at the time.

24. Attachment 5 hereto is a genuine copy of letter dated Febnuuy 22, 1994,

addressed to the Commission and signed by John Dille.

25. When he signed Attachment 5, John Dille knew that it would be submitted to

the Commission in connection with the HBI assignment application; and that its purpose was

to respond to a request for additional infonnation made by the Commission's staff.

26. When he signed Attachment 5, John Dille knew that he had provided and

intended in the future to provide funds to the Dille children to enable them to meet their

obligations to HBI and that some or all of the funds provided to HBI by the Dille children

would be used to discharge HBI's obligations to BAC under the APA

27. Attachment 6 hereto is a genuine copy of a Febnuuy 17, 1994, letter from Alan

C. Campbell, counsel representing HBI in connection with the acquisition of WRBR, to Hicks

reflecting that a copy was sent to Robert Watson, Secretaryrrreasurer of Pathfinder.
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28. A copy of the February 17, 1994, letter was received by Pathfinder shortly

after the date thereof and has been in Pathfinder's files since that time.

29. Approval of the assignment of the WRBR license from BAC to HBI was

granted by the Commission on March 16, 1994.

30. BAC and HBI closed on the sale ofWRBR on March 31, 1994.

31. BAC's rights and obligations lUlder the Joint Sales Agreement with Pathfinder

were assigned to HBI at the closing.

32. In connection with the closing, Hicks and the Dille children entered into a Side

Letter dated March 31, 1994.

33. A genuine copy of the Side Letter is attached here as Attachment 7.

34. John Dille negotiated the Side Letter on behalf of his children.

35. On March 23, 1994, HBI and Pathfinder entered into an agreement whereby

Pathfinder: would provide accolUlting setVices to HBI.

36. Attachment 8 hereto is a genuine copy of the accounting agreement.

37. The accolUlting agreement was amended on December 29, 1995.

38. Attachment 9 hereto is a genuine copy of the amendment to the accoWlting

agreement.

39. Vendors and employees ofWRBR have, since HBI became the licensee, been

paid by Pathfinder with checks written on a checking accolUlt that bears Pathfinder's name,

but is marked with a stamp as being for HBI.
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40. Under the APA between BAC and HBI, payments of $5,000 were due on

October 1, November 1, and December 1, 1994, and January 1, February 1, and March 1,

1995.

41. For each of the $5,000 payments due as indicated in the foregoing Request, the

Dille children paid the collective sum of $2,450.00 on a pmJJia basis.

42. Prior to each such payment, John Dille provided each of his children with a

check in the amount of the payment due.

43. Pursuant to the APA, HBI was obligated to pay BAC $105,000 by April 1,
.'

1995.

44. The $105,000 payment was made entirely by the Dille children in equal

payments of $35,000.

45. Each of the Dille children wrote a check in the amount of $35,000 to RBI,

prior to which each had received a check from John Dille in that amount.

46. Attachments 10, 11 and 12 are genuine copies of March 20, 1995, memoranda

to each of the Dille children from Robert Watson, Secretary-Treasurer of Pathfinder,

transmitting the check from John Dille and providing payment instructions.

47. The payments of $35,000 from each of the Dille children were initially treated

as paid in capital in the books of HBI, which were maintained by Pathfinder, but were

reclassified as loans in December 1995.

48. On December 29, 1995, the Dille children received checks from RBI in the

amount of $42,999.99 to John F. Dille, IV; $43,000 to Sarah Dille; and $43,816.67 to Alec

Dille.
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49. The payments referenced in the foregoing Request were treated as repayment

of loans for funds provided in connection with the November 30, 1993, escrow deposit and

the $105,000 payment to BAC due by April 1, 1995.

50. The December 29, 1995, payments to the Dille children did not include any

interest payments.

51. The Dille children have not returned any portions of the December 29, 1995,

payments to John Dille.

52. Subsequent to the $105,000 payment due to BAC by April 1, 1995, the next

payment due to BAC was a $10,000 payment due by April 1, 1996, which was paid by Hicks.

53. The next payment due to BAC was a $10,000 payment due by May 1, 1996,

which was paid by the Dille children.

54. Each of the Dille children received a check in the amount of their share of the

payment due May 1, 1996, from John Dille, after which they wrote a check in the amount of

their share to HB!.

55. The next payment due to BAC was a $10,000 payment due by June 1, 1996,

which was paid by Hicks and the Dille children on a pnu:ata basis.

56. Each of the Dille children received a check in the amount of their share of the

payment due June 1, 1996, from John Dille, after which they wrote a check in the amount of

their share to HB!.

57. All payments to BAC subsequent to the payment due June 1, 1996, have been

paid from the proceeds of the operations of station WRBR
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58. Steve Kline was hired in September 1993 to be the general manager of

WBYT(FM) and WRBR(FM) after an interview with John Dille and David Hayes, a

Pathfinder employee.

59. Steve Kline did not meet David Hicks until sometime in the summer of 1994.

60. Pathfinder employees holding the following positions have perfonned the same

duties for WRBR since HBI's acquisition of the license: Chief Engineer, Operations

Manager, Production/Continuity, Event Coordinator, General Sales Manager, Office

Managerffraffic, and General Manager.

61. During some periods following the acquisition of WRBR by HBI, Phil Britten,

a Pathfinder employee, was the Program Director of both WRBR and WBYT.

62. During some periods following the acquisition of WRBR by HBI, Joe Turner, a

Pathfinder employee, was the Assistant Program Director of both WRBR and WBYT.

63. Since the acquisition ofWRBR by HBI, news programming broadcast on

WRBR has come primarily from the radio news room of station WIRC(AM), Elkhart,

Indiana, which is licensed to Pathfinder, which programming has been broadcast on WIRe

and WBYT as well as WRBR

64. Since the acquisition of WRBR by HBI, Pathfinder employees have been

responsible for a change of fonnat at WRBR

65. Since the acquisition of WRBR by HBI, Pathfinder personnel policies and its

Employee Manual have also applied to employees of WRBR

66. Stations WRBR and WBYT share the same office and studio space.
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67. Since the acquisition of WRBR by HBI, there has been no written agreement

between Pathfinder and HBI with respect to the sharing of office and studio space.

68. At least until the release of the Order to Show Cause. Hearing Designation

Order mNotice of Opportunity for Hearing, in this proceeding, FCC 98-88, released May

18, 1998, the law finn of Irwin, Campbell & Tannenwald, P.e. (or predecessors thereof), has

represented both Pathfmder and HBI.

69. Except for the Joint Sales Agreement and the aCcOlmting agreement, there are

no written agreements concerning the sharing of costs by Pathfinder and HBI.

70. HBI experienced a net operating loss of $161,684 as of December 31, 1994,

which was fimded by Pathfinder as loans for which no interest was charged.

71. Pathfinder also fimded as interest-free loans operating losses that occurred at

various times in 1995 and 1996.

72. Since HBI's acquisition of WRBR, there has been no written loan agreement

between Pathfinder and HBI.

73. Hicks was on the payroll of Truth Publishing Company, Inc. ("Truth"), a

related entity to Pathfinder, from September 1, 1994 to December 31, 1994, as an employee

of Sign-Pro of Indiana, Inc. ("Sign-Pro") (a vinyl sign business owned by John Dille).

74. Beginning January 1, 1995, Hicks also provided assistance to all of Pathfinder's

radio stations in the area of national sales, in addition to working parttime for Sign-Pro.

75. Effective July 1, 1995, Hicks ceased to be involved with Sign-Pro and became

General Manager of radio stations WCUZ(AM), WCUZ-FM, Grand Rapids, Michigan, and

10



WAKX(FM), Holland, Michigan, all of which were licensed to Pathfinder, a position he held

until March 1, 1997.

76. From September 1, 1994, to July 1, 1995, Hicks' salary was approximately

$70,000 per year, plus possible bonuses and other fringe benefits.

77. Subsequent to July 1, 1995, Hicks' salary is approximately $100,000 per year,

plus possible bonuses and other fringe benefits.

78. Truth publishes a daily newspaper in Elkhart, Indiana, the Elkhart Irnth.

79. The 1 mV/m contour ofWRBR encompasses the entire community of Elkhart,
.'

Indiana

80. John Dille has owned stock in Truth and Pathfinder constituting attributable

interests pursuant to Section 73.3555 of the Commission's Rules since the JSA agreement

with WRBR was.entered into on December 18, 1992.

81. Attachment 13 hereto is a genuine copy of an amendment to the applications

for assignment of license for stations WNDU(AM) and WNDU-FM, South Bend, Indiana,

filed by Pathfinder on April 3, 1997.

82. Attachment 14 is a true and accurate copy of the civil trial deposition given by

John F. Dille, ill, on December 8, 1995, in Hicks v. Crystal Radio Group, Inc., No. B94-

3603-NZ (Michigan Circuit Ct., Kalamazoo, Michigan).

11



83. Attachment 15 is a true and accurate copy of the civil trial deposition given by

Robert Watson, on January 30, 1996, in Hicks v. Crystal Radio Group, Inc., No. B94-3603-

NZ (Michigan Circuit a., Kalamazoo, Michigan).

Respectfully submitted,
Roy 1. Stewart7"Media Bureau

-0~ tJU~ .:M--.
Nonnan Goldstein
Chiet: Complaints and Political

7 Brmrh

~~JVJ~
James W. Shook

(J1~~I~~
RoyW. Boyce

)(ct~'h\ ~ D9A-+t-.,--t
Kathryn s. &rthot
Attorneys
Mass Media Bureau

Federal Communications Commission
2025 M Street, N.W.
Suite 8210
Washington, D.C. 20554
(202) 418-1430

June 29, 1998
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CERTIFICATE OlLSERYICE

Talya Lewis, a secretary in the Enforcement Division, Mass Media Bureau, certifies

that she has on this 29th day of June 1998, sent by regular United States mail, one copy of

the foregoing "Mass Media Bureau's Request for Admissions of Fact and Genuineness of

Documents" to:

Elwin G. Krasnow, &q.
Verner, Liipfert, Bernhard, McPherson & Hand, Chartered
901 15th Street, N.W.
Washington, D.C. 20005

Eric L. Bernthal, &q.
Latham & Watkins
1001 Pennsylvania Avenue, N.W.
Suite 1300
Washington, nc. 20005

Christopher 1. Reynolds, &q.
Reynolds & Manning, P.A
P.O. Box 2809
Prince Frederick, MD 20678

William H Crispin, Esq.
Crispin & Brenner, P.L.L.c.
901 15th Street, N.W.
Suite 440
Washington, D.C. 20005

Chief Administrative Law Judge Joseph Chachkin
Federal Communications Conunission
2000 L Street, N.W., Suite 226
Washington, D.C. 20554
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JOINT SALES AGREEMENT

EkHIBIT

\\
l\-~\-CI\S

THIS JOINT SALES AGREEMENT (the "Agreement"), dated as
of the 18th day of December , 1992, by and between PATHFINDER
COMMUNICATIONS CORPORATION, an Indiana corporation
("Pathfinder") and BOOTH AMERICAN COMPANY, a Michigan
corporation ("Booth").

RECITALS:

WHEREAS, Booth is the licensee of radio station WRBR-FM,
South Bend, Indiana (ttWRBR")i and

WHEREAS, Pathfinder is the licensee of radio station
WLTA (FM), Elkhart, Indiana (~WLTA If) i and

WHEREAS, Booth and Pathfinder desire to enter into a
joint sales arrangement for the sale of advertising time on
WRBR and WLTA, upon the terms and conditions set forth
herein.

NOW, THEREFORE, in consideration of the premises and the
mutual promises and covenants herein contained, the parties
agree as follows:

S 1. Definitions. In addition to other terms defined
elsewhere in this Aqreement, the following capitalized terms,
as used in this Aqreement, shall have the meanings set forth
in this section:

S 1.1. "Arbitron Metro Audience Share(s)" shall
mean the average of the respective station's Monday - Sunday,
6:00 a.m. to midnight shares as reported in the two most
recently released Arbitron Rating Reports for the South Bend,
Indiana Metro Survey Area.

S 1.2. "~" shall mean the O.S. Department of
Labor, Bureau of Labor Statistics, Revised All-cities
Consumer Price Index for All Urban Consumers, except that, if
such publication ceases to exist, "CPI" shall mean another
similarly reliable governmental publication selected by the
parties.

S 1.3. "Station" shall mean either WRBR'or WLTA.

S 1.4. "Stations" shall mean WRBR and WLTA.

S 1.5. "Venture" shall mean the contractual
relationship created by this Agreement pursuant to which
Booth and Pathfinder shall sell advertising time on the
stations.

'..
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S 2. Venture Operations.

S 2.1. Oftices. The Venture's principal office
shall be located at 1 Edison Centre, Mishawaka, Indiana, or
at such other location as the parties may from time to time
agree upon.

S 2.2. ~. The Venture shall engage in business
under the name of "Radio One Marketing of Michiana" or under
such other name as the parties may agree upon in the future.
In connection with the use of such name, the parties agree to
cooperate with one another in complying with applicable laws
and to cause such assumed or fictitious name filings as may
be required by law to be made.

S 2.3. Purpose; EXClusivity. The purpose of the
Venture shall be to sell advertising time on, and provide
advertising support to, the Stations. Except as otherwise
provided in Sections 6.1 and 7.5 below, Pathfinder and Booth
agree that during the term of this Agreement, neither party
shall enter into any time brokerage, program provision, local
management, sales, joint operating, or similar agreement with
any third party with respect to the Stations, nor shall
either party sell any advertising time on the Stations,
except through the services of the Venture.

S 2.4. Relationship of the Parties. Pathfinder
and Booth agree that the Venture shall not constitute a
separate legal entity for tax or any other purposes. The
Venture shall not own property in its name. All assets held
on behalf of the Venture, if any, shall be deemed to be
assets jointly owned by Pathfinder and Booth, in accordance
with their respective interests specified in this Agreement;
provided, however, that title to any assets contributed to
the Venture by either Pathfinder or Booth shall remain with
the party making the contribution and shall not be considered
as being jointly owned by Pathfinder and Booth.

S 2.5. Personnel.

Ca) Booth and Pathfinder shall employ, or make
available ~rom their existing employees, such employees as
shall be necessary to enable the Venture to perform its
functions under this Aqreement with respect to the sale of
advertising tor the Stations and all sales and administrative
support related thereto, with Booth and Pathfinder each
permitted to designate certain mutually aqreed upon employees
trom their respective existing staffs to become the Venture's
employees. All employees except Vince Ford working on behalf
of the Venture shall be employees of Pathfinder and shall be
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sUbject at all times to Pathfinder's supervision and
discipline.

(b) In the event of termination of this
Agreement, Booth will have the right to negotiate with any of
its former employees who are still employed by Pathfinder to
return to Booth; however, such employees will be under no
obligation to return to Booth's employ.

S 3. Management and Control of the Venture.

S 3.1. Management Committee.

(a) The· Venture shall be managed by a
Management Committee, which shall have four (4) members. Two
members ot the Management Committee shall be selected and may
be removed and replaced from time to time by Booth in its
sole discretion, and two members of the Management Committee
shall be selected and may be removed and replaced trom time
to time by Pathfinder in its sole discretion. The Booth and
Pathfinder representatives shall be given the authority to
grant Booth'S and Pathfinder's consent, respectively, as to
decisions to be made by the Management Committee.

(b) A member of the Management Committee shall
serve until he or she resigns or is removed. A member ot the
Managem~nt Committee may resign at any time by tiling a
written resignation with the Management Committee. All
resignations, appointments and replacements ot members shall
bec~me effective by written notice to the other members.

S 3.2. Powers of the Management COmmittee.
SUbject to the terms of this Agreement, the Management
Committee shall have the pow~r to manage, operate, and
develop the business of the Venture and to make all decisions
with respect to the sales of advertising time on the
Stations, the provision ot sales and promotional support tor
the sale ot advertising time on the stations, and the conduct
ot market research and business objectives ot the Venture.

S 3.3. Meetings. Meetings ot the Management
Committee may be called at any time by either a Booth or
Pathtinder member. The Management Committee shall meet no
less frequently than quarterly. Meetings shall take place in
person at the Venture's principal ottice, or by conference
telephone or similar communications equipment by means ot
which all members participating in the meeting can hear and
communicate with one another.

- 3 -
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S 3.4. Notice of Meetings.

(a) Except as provided in Subsection 3.4{b),
written notice of each Management Committee meeting shall be
given by the party calling the meeting to the other party,
stating the place, date, and hour of the meeting and the
purpose(s) of the meeting. Notice of any meeting shall be
given not less than five (S) nor more than thirty (30) days
before the date hereof. An affidavit of a member that the
notice required by this Subsection J.4{a) has been given, in
the absence of fraud, shall be prima facie evidence of the
facts therein stated. When a meeting is adjourned to another
time or place, it shall not be necessary to give notice of
the adjourned meeting if the time and place to which the
meeting is adjourned are announced at the meeting at which
the adjournment is taken, and. at the adjourned meeting any
business may be transacted that might have been transacted at
the meeting as originally called.

(b) Notice of a Management Committee meeting
need not be given to any member who submits a signed waiver
of notice, whether before or after the meeting. The
attendance of any member at a meeting without protesting at
the commencement of the meeting the lack of notice of such
meeting, shall constitute a waiver of notice by that member.

S 3.5. Quorum of Members; Voting. The presence of
one Booth member and one Pathfinder member shall constitute a
quorum for all purposes. On any matter on which a vote is
taken, a unanimous vote shall be necessary for the approval
of any action.

S 3.6. Written Consent Without a Meeting.
Whenever the Management committee is required or permitted to
take any action by vote, such action may be taken without a
meeting by unanimous written consent, setting forth the
action so taken, signed by all members. Copies of the
written consents signed by all members shall be maintained at
the principal office of the Venture and shall be transmitted
to all members by the member initiating the action within ten
(10) days after all members have signed.

S 3.7. Minutes. Minutes reflecting the actions
taken at meetings of the Management Committee shall ba kept
and copies of the minutes shall be maintained at the
principal otfice at the Venture and shall be transmitted by
the record-keeper to all of the members as soon as possible
after each meeting.

- 4 -
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S 4. Sharing of Revenue and Expenses.

S 4.1. First year of Operation. During the first
year of operation of the Venture, Booth shall be entitled to
receive from the Venture fifty percent (Sot) of the Venture's
gross revenue, and Booth shall be obligated to reimburse
pat~finder for ~ifty percent (Sot) of the Venture's expenses,
sUbJect to Sect10n 4.3 below (the "Booth Share").

S 4.2. Second Through Fifth years Qf OperatiQn.
During the second through fifth years Qf operation of the
Venture, the Booth Share shall be determined on September 1
of each year, in accordance with the following formula:

(A I B) + (C I 0)
2

BqQth Share

Where A = WRBR "12+" Arbitron Metro Audience Share
Where B = 'Combined "12+" ArbitrQn MetrQ Audience Share of

WLTA and WRBR
Where C a WRBR "25 - 54" Arbitron Metro Audience Share
Where 0 - Combined "25·- 54" Arbitron Metro Audience Share of

WLTA and WRBR

S 4.3.. Reyenues and Exnenses. For purposes of
computing revenues and expenses OI the Venture, the following
guidelines shall apply:

. (i) GrQSS revenue shall equal the Venture's
total collections of local, regional, national, and political
accounts;

;.

(ii) Advertising Agency Commissions shall
equal actual agency commissions paid by the Venture;

(iii) Local and NatiQnal Sales CQmmissiQns
shall be paid at the rates set by the Management CQmmittee;

(iv) Sales PromotiQn Expenses shall equal the
Venture's actual sales promotion expenses, includinq remote
broadcast expenses, as approved by the Management CQmmittee;

(v) The stations' netwQrk and non-brQadcast
revenue (~, tower rents, talent fees, etc.) shall not
constitute revenue of the Venture;

(vi) Revenue of the Venture shall nQt include
the dollar amount Qf certain trades, as prQvided in Section
7.5 below; and

- 5 -
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(vii) Expenses of the Venture other than those
expressly referenced in this Section shall be shared, or not
shared, as agreed by the Manaqement Committee.

\,

S 4.4. Disbursements of Revenues and Allocation ot
Expenses.

Ca) Pathfinder shall pay Booth twice per
month, in arrears, tor the excess, it any, of Booth's Share
of invoiced revenues over Booth's Share ot expenses,
determined in accordance with Section 4.1 through 4.3. Such
payments shall be made in equal amounts, with the first
payment to be made approximately fifty-five (55) days after
the end of a given month (on approximately the 25th day of
the second month after the month at issue) and the second
payment to be made approximately seventy (70) days after the
end of the given month (on approximately the 10th day of the
third month after the month at issue). In other words, for
example, the total amount owinq for June will be paid in two
equal installments, one on Auqust 25th and one on September
loth. All payments shall be made by confirmed wire transfer,
unless otherwise agreed by the Management Committee. If
expenses exceed revenues by $5000 or less in any qiven month,
Booth's Share of those expenses shall be offset against
Booth's Share of the following months' revenues. If expenses
exceed revenues by more than $5000, the first $5000 shall be
offset as above, and Booth shall reimburse Pathfinder for the
amount oyer $5000.

(b) During the term of this Agreement, the
balance of revenues and expenses not allocable to Booth shall
be the property or responsibility, as the case may be, of
pathfinder.

S 4.5. BUdgets. The Management committee shall on
an annual basis adopt annual bUdgets, Which may be amended by
agreement by the Management Committee, for each year of .
operations of the Venture.

S 5. Accounting and Tax Matters.

S 5.1. Deposit at venturI fundi. All revenues and
other receipts of the Venture will be maintained on deposit
in interest-bearing and non-interest bearing accounts and
other investments that the Management Committee deems
appropriate. Venture funds trom any of the various sou~ces

mentioned above may be commingled with other Venture funds,
and may be withdrawn, expended, and distributed as authorized
by this Agreement. Withdrawals from any such account shall
be made upon the signature of persons designated by the
Management Committee.

- 6 -
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S 5.2. Accounting Support. Pathfinder shall
provide to the Venture all internal accountinq services
required in connection with the conduct of the Venture's
business.

S 5.3. Books ot Account and Records. Pathfinder,
on behalf of the Venture, shall keep accurate books and
records pertaininq to the Venture which shall reflect all
transactions and be appropriate and adequate for the
Venture's business and for carrying out the provisions of
this Agreement. The Venture's financial books and records
shall be maintained by Pathfinder at its office in 421 South
Second Street, Elkhart, Indiana. All such books and records
shall be available for inspection and copying by the parties
to this Aqreement or their du~y authorized representatives
during ordinary business hours. Pathfinder, on behalf of the
Venture, shall furnish regular and timely sales and
collection~ reports to Booth. Booth shall have the right to
audit all books, records, and reports of the Venture at its
expense upon reasonable advance notice.

S 5.4. Tax Returns and Separate Accounting of
Expenses and Revenues. Each party shall separately account
for its expenses and revenues attributable to the Venture and
allocated to it in accordance with this Aqreement, it being
understood that the Venture shall not be deemed to be a
partnership or any other type of separate legal entity for
tax purposes. Each party shall be responsible for the
preparation of its own tax returns.

S 6. Other Business Matters.

S 6.1. Political Adyertising. Pathfinder and Booth
shall each supply to the Venture such information and
assistance as may be necessary to enable .the Venture to
comply with all rules of the Federal Communications
commission ("FCC") and other applicable laws regarding
political advertising, inclUding the lowest unit charge,
equal opportunities, and reasonable access requirements.
Notwithstanding Section 2.3 hereof, Pathfinder and Booth
shall be allowed to sell advertising time on their respective
stations for political uses under Section 315 and Section 317
of the Communications Act of 1934, as amended, directly to
political candidates or their representatives it such
candidates or representatives insist on dealing directly with
the licensee of such station(s). Any revenues from such
sales shall be included in the qross revenue of the Venture.
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S 6.2. Station Operations.

(a) Each party to this Agreement will have
full authority, power, and control over the operations of any
station owned by it during the term of this Agreement, and
will bear full responsibility for such station's compliance
with all applicable provisions of the Communications Act of
1934, as amended, the rules, regUlations, and policies of the
FCC, and all other applicable laws.

(b) Each party shall employ at its expense
management level employees to direct all day-to-day
operations of any station owned by it, except that Booth
shall not be required to employ management level employees to
direct its sales operations. All management level employees
of a party to this Agreement ~hall report to and be
accountable to such party exclusively. Each party will be
responsible for all salaries, taxes, insurance, and related
costs for all personnel employed by it and shall be solely
responsible for and shall pay, in a timely fashion, all of
the expenses incurred in operating any station owned by it,
including rents, lease payments, utilities, and taxes.

(c) Notwithstanding any provision of this
Agreement to the contrary, Booth shall retain complete
control over the rate card, and shall have the right to
approve, in its sole discretion, the economic terms under
which any advertising, including combination advertising sold
on both Stations, shall be sold on WRBR; and Pathfinder shall
reta~n complete control over the rate card, and shall have
the right to approve, in its sole discretion, the economic
terms under which any advertising, including combination
advertising sold on both Stations, shall be sold on WLTA.

S 6.3. programming and Programming Change.
Pathfinder and Booth shall each remain in complete control of
the programming aired on their respective station or
stations.

S 6.4. AUdience-pirected Promotions. All audience­
directed promotions for WRBR will remain the responsibility
of Booth; and all audience-directed promotions for WLTA will
remain the responsibility of Pathfinder.

S 7. Other Covenants and Agreements.

S 7.1. Confidentiality. Each party shall keep
confidential all information obtained by it with respect to
the other party in connection with this Aqreement. Upon the
termination of this Agreement, each party shall return to the
other, without retaining a copy thereOf, any confidential
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attachment, document, or other written information obtained
from the other in connection with this Agreement and the
transactions contemplated hereby.

S 7.2. Cooperation. The parties shall cooperate
fUlly with each other in preparing, filing, prosecuting, and
taking any other actions necessary with respect to, any
applications, requests, or actions which are or may be
necessary to obtain the consent of any governmental
instrumentality, or any third party to, or are or may be
necessary or helpful in order to accomplish the transactions
contemplated by this Agreement.

S 7.3. Force Majeure. Any failure or impairment
of a Station's facilities or any delay or interruption in the
broadcast of programs, or failure at any time to furnish
facilities, in whole or in part, for broadcast, due to acts
of God, strikes, lockouts, material or labor restrictions by
any governmental authority, civil riot, floods, or any other
cause not ~easonably within the control of the party owning
the Station shall not constitute a breach of this Agreement,
and no party will be liable to the other as a result of such
circumstances.

S 7.4. Notification Upon Certain Events. Each
party shall give the other party: (i) sixty (60) days'
written notice prior to making any major change in .
programming format of a Station, (ii) thirty (30) days'
written notice prior to offering to sell a Station, and (iii)
written notice ten (10) days after the filing of an FCC
assi9nment or transfer application in connection with a sale
of a station.

S 7.5. Rights Regarding Trade Agreements. Each of
Pathfinder and Booth will have the right to run up to One
Hundred Thousand Dollars ($100,000) of trade on their own
stations annually. The bulk of.the trades will be for
audience promotions. The parties will use their respective
best efforts to use advertisers who are not cash paying
clients of either of the Stations and to minimize the use of
inventory that could otherwise be sold for cash. Trade in
excess of the above fiqure may be authorized by the
Management committee.

S 8. TeD and Termination. .

S 8.1. I.nJI. The term of this Agreement shall
commence on the date hereof and shall continue for five (5)
years thereafter, unless terminated as set forth below.
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S 8.2. Termination. This Agreement may be
terminated under the following circumstances:

(a) by Pathfinder or Booth, by giving written
notice of termination to the other party within ten (10)
business days after receipt of written notice of a major
change in programming format with respect to the other
party's Station; provided that any termination pursuant to
this Section 8.2(a) shall be effective on a date specified in
the notice of termination, which shall be no later than the
later of (1) sixty (60) days after the terminating party's
receipt of the other party's notice of planned major format
change, or (ii) the date on which such format change is
implemented;

(b) by Pathfinder or Booth upon six (6)
months' written notice to the other party, provided that the
terminati~g party is not then in material default or breach
hereof;

(c) by either Pathfinder or Booth, by giving
written notice of termination to the other party, if (i) the
party seeking to terminate this Agreement is not then in
material breach hereof, and (ii) the other party is in
material breach of its obligations hereunder and has failed
to cure such breach within thirty (JO) days after receiving
written -notice of such breach from the non-breaching party;

(d) by mutual consent of the parties in
writing;

(e) by Pathfinder or Booth, by giving written
notice of termination to the other party, if (i) this
Agreement is declared invalid or illegal in whole or
substantial part by an order or decree of an administrative
agency or court of competent jurisdiction and such order or
decree has become final and no longer SUbject to further
administrative or jUdicial review; or (ii) there bas been a
material change in FCC rules, policies, or precedent that
would cause this Aqreement to be in violation thereof and
such change is in effect and has not been stayed pending an
appeal or further administrative review; or

(f) by Pathfinder or Booth, by giving written
notice of termination to the other party within ten (10)
business days after receipt of notice from the other party of
the filing ot an FCC assignment or transfer application in
connection with a sale ot WRBR or WLTA, respectively;
provided that any termination pursuant to this Section S.2(f)
shall be effective upon the earlier of ninety (90) days atter
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receipt of notice of the tiling ot an FCC assignment
application or the closing ot the sale of a Station.

S 9. Representations and warranties.

S 9.1. Representations and Warranties ot Booth.
To induce Pathfinder to enter into this Agreement, Booth
represents and warrants to Pathfinder as tollows:

(a) Organization. Standing. and Authority.
Booth is a corporation duly organized, validly existing, and
in good standing under the laws of the state of Michigan, and
is qualified to conduct business in the State of Indiana.
Booth has all requisite corporate power and authority (i) to
own, lease, and use the assets of WRBR as presently owned,
leased, and used, (ii) to conduct the business or operations
of WRBR as presently conducted, and (iii) to execute and
deliver this Agreement and the documents contemplated hereby,
and to perform and comply with all of the terms, covenants,
and conditions to be performed and complied with by Booth
hereunder and thereunder. Booth· is not a participant in any
joint venture or partnership with any other person or entity
with respect to any part of the operations or assets of WRBR.

(b) Authorization and Binding Obligation.
The execution, delivery, and performance of this Agreement by
Booth have been duly authorized by all necessary corporate
actions on the part of Booth. This Agreement has been dUly
executed and delivered by Booth and constitutes the legal,
valid, and binding obligation of Booth, enforceable against
it in accordance with its terms except as the enforceability
hereof may be affected by bankruptcy, insolvency, or similar
laws affecting creditors' rights generally, or by jUdicial
discretion in the application of equitable remedies.

(c) Absenc. of Conflicting Agreements. The
execution, delivery, and performance of this Agreement and
the documents contemplated hereby (with or without the giving
of notice, the lapse of tim., or both): (i) do not require
the consent of an third party; (ii) will not conflict with
any provision of the Articles of Incorporation or Bylaws of
Booth; (iii) will not conflict with, result in a breach of,
or constitute a default under any law, jUdqment, order,
ordinance, decree, rule, regulation, or ruling of any court
or governmental instrumentality which is applicable to Booth;
and (iv) will not conflict with, constitute grounds for
termination of, result in a breach of, constitute a default
under, or accelerate or permit the acceleration of any
performance required by the terms of, any agreement,
instrument, license, or permit to which Booth is a party or
by which Booth is bound.
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(d) Licenses. Booth owns and holds all
licenses and other permits and authorizations necessary tor
the operation of WRBR as presently conducted and such
licenses, permits, and authorizations are and will be in full
force and effect. There is not now pending or, to Booth's
knowledge, threatened any action by the FCC or by any other
party to revoke, cancel, suspend, refuse to renew, or modify
adversely any of such licenses, permits, or authorizations.
Booth is not in material violation of any statute, ordinance,
rule, regulation, policy, order, or decree of any federal,
state or local entity, court, or authority having
jurisdiction over it or WRBR which would have an adverse
effect upon Booth's ability to perform this Agreement. The
facilities of WRBR are and will throughout the term of this
Agreement continue to be maintained in accord with good
engineering practice and will,~omply in all material respects
with the engineering requirements set forth in the FCC
licenses of WRBR, including broadcasting a high quality
signal to WRBR's service areas (except at such time where
reduction of power is required for routine or emergency
maintenance).

Ce) Governmental and Regulatory Approvals.
No consent or approval of or filing with any federal, state,
or local governmental authority or other regulatory body is
required to be made or obtained by Booth in connection with
the execution, delivery, and performance of this Agreement or
the consummation of the transactions contemplated herein.

Cf) Litigation. There are no suits,
proceedings, arbitrations, or claims or counterclaims pending
or, to Booth's knowledge after due inquiry, threatened
against Booth in any court or before any arbitration panel or
before or by any federal, state, or other governmental
department or agency which might result in any material
adverse effect upon Booth, its station, or the venture or
which seeks to enjoin or prohibit, or otherwise questions the
validity of, any action taken or to be taken pursuant to or
in connection with this Agreement. Booth has no knowledge,
after due inquiry, of any facts which might reasonably be
believed to be a basis for any such suit, proceeding,
arbitration, claim, or counterclaim that could have a
material adverse effect on Booth. Booth is rtot SUbject to or
directly or indirectly affected by any order, jUdgment,
decree, or ruling of any court or governmental agency in the
nature of any injunctive or consent order or order for
specific performance which involves, relates to, or affects
(or may involve, relate to or affect) Booth.
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S 9.2. Representations and Warranties 0'
Pathfinder. To induce Booth to enter into this Agreement,
Pathfinder represents and warrants to Booth as follows:

(a) organization. Standing. and Authority.
Pathfinder is a corporation duly organized, validly existing,
and in good standing under the laws of the State of Indiana,
and is qualified to conduct business in the state ot Indiana.
Pathfinder has all requisite corporate power and authority
(i) to owo, lease, and use the assets of WLTA as presently
owned, leased, and used, (ii) to conduct the business or
operations of WLTA as presently conducted, and (iii) to
execute and deliver this Agreement and the documents
contemplated hereby, and to perform and comply with all of
the terms, covenants, and conditions to be performed and
complied with by Pathfinder h~reunder and thereunder.
Pathfinder is not a participant in any joint venture or
partnership with any other person or entity with respect to
any part of WLTA's operations or assets.

(b) Authorization and Binding Obligation.
The execution, delivery, and performance of this Agreement by
Pathfinder have been duly authorized by all necessary
corporate actions on the part of Pathfinder. This Agreement
has been dUly executed and delivered by Pathfinder and
constitutes the legal, valid, and binding obligation of
Pathfinder, enforceable against Pathfinder in accordance with
its terms, except as the enforceability hereof may be
affected by bankruptcy, insolvency, or similar laws affecting
creditors' rights generally, or by jUdicial discretion in the
application of equitable remedies.

(c) Absence of Conflicting Agreements. The
execution, delivery, and perf~rmance of this Aqreement and
the documents contemplated hereby (with or without the g~v1ng

of notice, the lapse of time, or both): (i) do not require
the consent of any third party; (ii) will not conflict with
any provision of the Article. ot ~ncorporation or Bylaws of
Pathfinder; (iii) will not conflict with, result in a breach
ot, or constitute a default under, any law, jUdgment, order,
injunction, decree, rule, regulation or ruling ot any court
or governmental instrumentality which is applicable to
pathfinder; and (iv) will not conflict with, constitute
grounds for termination of, result in a breach of, constitute
a default under, or accelerate or permit the acceleration of
any performance required by the terms of, any aqreement,
instrument, license, or permit to which Pathfinder is a party
or by which Pathfinder is bound.

(d) Licenses. Pathfinder owns and holds all
licenses and other permits and authorizations necessary for
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the operation of WLTA as presently conducted and such
licenses, permits, and authorizations are and will be in full
force and effect. There is not now pending or, to
Pathfinder's knowledge, threatened any action by the FCC or
by any other party to revoke, cancel, suspend, refuse to
renew, or modify adversely any of such licenses, permits, or
authorizations. Pathfinder is not in material violation of
any statute, ordinance, rule, regulation, policy, order, or
decree of any federal, state or local entity, court, or
authority having jurisdiction over it or over WLTA, which
would have an adverse effect upon Pathfinder's ability to
perform this Agreement. The facilities of WLTA are and will
throughout the term of this Agreement continue to be
maintained in accordance with good engineering practice and
will comply in all material respects with the engineering
requirements set forth in the~.FCC license of WLTA, including
broadcasting a high quality signal to the service area of
WLTA (except at such time where reduction of power is
required f~r routine or emergency maintenance) .

(e> Governmental and Regulatory Approvals.
No consent or approval of or filing with any federal, state
or local governmental authority or other regulatory body is
required to be made or obtained by Pathfinder in connection
with the execution, delivery, and performance of this
Agreement or the consummation of the transactions
contemplated herein.

(f) Litigation. There are no suits,
proceedings, arbitrations, or claims or counterclaims pending
or, to Pathfinder's knowledge after due inquiry, threatened
against Pathfinder in any court or before any arbitration
panel or before or by any federal, state, or other
governmental department or agency Which might result in any
material adverse effect upon Pathfinder, its station, or the
Venture or which seeks to enjoin or prohibit, or otherwise
questions the validity of, any action taken or to be taken
pursuant to or in connection with this Aqreement. Pathfinder
has no knowledge, after due inquiry, of any facts which might
reasonably be believed to be a basis for any such suit,
proceeding, arbitration, Claim, or counterclaim that could
have a material adverse effect on Pathfinder. Pathfinder is
not SUbject to or directly or indirectly affected by any
order, jUdgment, decree, or ruling of any court or
governmental agency in the nature of any injunctive or
consent order or order for specific performance which
involves, relates to or affects (or may involve, relate to,
or affect) Pathfinder.
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S 10. Indemnification; Limitation ot Liability.

S 10.1. Indemnities. Each party shall indemnity,
defend and hold the other party harmless from and against any
and all loss, cost, liability, damage, and expense (inclUding
reasonable attorneys' fees and costs incurred, whether on
appeal or otherwise) of every kind, nature, or description,
arising out of (a) the breach by such party of any
representation or warranty set forth in this Agreement; or
(b) the breach by such party of any of the covenants or other
agreements of such party contained in or arising out of this
Agreement or the transactions contemplated hereby.

S 10.2. Agreement Challenge. If this Agreement is
challenged at or by the FCC or at or by the U.S. Department
of Justice or the Federal Trade Commission, whether or not in
connection with a license renewal application for either of
the Stations, Pathfinder and Booth, through their respective
counsel, shall jointly defend the Agreement and the parties'
performance thereunder throughout all such proceedings. If
portions of this Agreement do not receive the approval of the
FCC staff, to the extent that such approval may be required,
then the parties shall use their best efforts to reform the
Agreement in such a manner as to maintain the economic
benefit anticipated by each party or, at Pathfinder's option
and expense, seek reversal of the staff decision and approval
from the FCC on appeal.

S 10.3. Limitation of Liability. Notwithstanding
any other provision contained herein, neither party shall be
liab~e, responsible or accountable in damages or otherwise to
the other party for any breach or default of the provisions
of Subsection 2.5 and Section 3 hereof (the "Joint Management
Provisions"), it being understood and agreed the sole and
exclusive remedy of the parties hereto for any breach of any
of the Joint Management Provisions shall be the termination
of this Agreement pursuant to the provisions of Section
8.2(c) hereof promptly after the terminatinq party knew or
should have known of the facts or circumstance. constituting
the alleqed breach or default. The failure of any party to
so terminate this Agreement shall constitute a waiver by that
party of any breach of the Joint Management Provisions.

S 11. Arbitration. Except as provided in Section 10.3
hereof, any dispute between Pathfinder and Booth arising out
of or related to this Agreement that the parties are unable
to resolve by themselves shall be settled by arbitration in
south Bend, Indiana by a panel of three arbitrators.
Pathfinder and Booth shall each designate one disinterested
arbitrator and the two arbitrators designed shall select the
third arbitrator. The persons selected as arbitrators need
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not be professional arbitrators, and persons such as lawyers,
accountants and bankers shall be acceptable. Before
undertaking to resolve a dispute, each arbitrator shall be
duly sworn faithfully and fairly to hear and examine the
matters in controversy and to make a just award according to
the best ot his or her understanding. The arbitration
hearing shall be conducted in accordance with the commercial
arbitration rules ot the American Arbitration Association.
The written decision of a majority of the arbitrators shall
be final and binding on Pathfinder and Booth. The costs and
expenses of the arbitration proceeding shall be assessed
between Pathfinder and Booth in a manner to be decided by a
majority of the arbitrators, and the assessment shall be set
forth in the decision and award ot the arbitrators. JUdgment
on the award, if it is not paid within thirty days, may be
entered in any court having jurisdiction over the matter. No
action at law or in equity based upon any claim arising out
of or related to this Agreement shall be instituted in any
court by Pathfinder or Booth against the other except (a) an
action to compel arbitration pursuant to this Section or (b)
an action to enforce the award of the arbitration panel
rendered in accordance with this Section.

S 12. Miscellaneous.

S 12.1. captions. All section or paragraph
captions ,contained in this Agreement are tor convenience only
and shall not be deemed part ot this Agreement.

S 12.2. Pronouns, Singular and Plural FOrm. All
pronouns and any variations thereof shall be deemed to refer
to the masculine, teminine, and neuter as the identity of the
person or persons referred to may require, and all words
shall include the sinqular or plural as the context or the
identity of persons may require.

S 12.3. Further Assurances. The parties shall
execute and deliver all documents, provide all intormation,
and take, or forbear trom, all actions that may be necessary
or appropriate to achieve the purposes of this Agreement.

S 12.4. Entire Agreement. This Agreement contains
the entire understanding between the parties and supersedes
any prior understandings and agreements between th_m
regarding the subject matter of this Agreement.

S 12.5. Assignment. This Agreement may not be
assiqned, transferred, pledged, or otherwise disposed of, in
whole or in part, by either party hereto without the prior
written consent of the other party, and any attempt to do so
without such consent shall be null and void. Notwithstanding
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the foregoing, each party agrees, sUbject to other party's
termination rights under Section 8.2(f), to cause any
purchaser of a station owned by it to assume the obligations
and liabilities of such party under this Agreement with
respect to that station, and the assignment of this Agreement
to such purchaser shall not be prohibited.

S 12.6. Agreement Binding. This Agreement shall
be binding upon the heirs, executors, guardians,
administrators, successors, and assigns of the parties. No
provision of this Agreement may be waived except by a written
instrument specifically waiving such provision and executed
by the party to be charged with such waiver. No provision of
this Agreement may be amended or modified except by a written
instrument executed by all of the parties.

S 12.7. Notices. ,All notices, demands, and
requests required or permitted to be given under the
provisions of this Agreement shall be in writing and shall be
deemed to have been duly delivered and received (a) on the
date of personal delivery or (b) on the date of receipt (as
shown on the return receipt) if mailed by registered or
certified mail, postage prepaid and return receipt requested,
or if sent by Federal Express or similar courier service,
with all charges prepaid. All such notices, demands, and
requests shall be addressed as follows:

If to Booth:

With a copy to:

If to Pathfinder:

With a copy to:

Mr. John L. Booth, II
Booth American Company
333 W. Fort Street
Detroit, Michigan 48226

John C. Quale, Esq.
Wiley, Rein' Fielding
1776 K Street, N.W.
Washington, D.C. 20006

Mr. John F. Dille, III
Pathfinder Communications
421 South Second Street
Elkhart, Indiana 46514

Alan C. campbell, Esq.
Dow, Lohnes , Albertson
1255 23rd Street, N.W.
Washington, D.C. 20037

or to any other or additional persons and addresses as the
parties may from time to time designate in a writing
delivered in accordance with this Section 12.7. Nothing in
this Section shall preclude the delivery of notices by
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appropriate means other than those described above, including
tacsimile.

S 12.8. Governing Law. This Agreement shall be
governed, construed, and entorced in accordance with the laws
ot the state ot Indiana (without regard to the choice ot law
provisions thereof).

S 12.9. No Third-Party Beneficiaries. This
Agreement is not intended to, and shall not be construed to,
create any right enforceable by any person not a party
hereto, including any creditor of the Venture or of either of
the parties.

S 12.10. Counterparts. This Agreement may be
signed in counterparts with the same effect as if the
signature on each counterpart were upon the same instrument.

IN WITNESS WHEREOF, the parties have executed this
Agreement as of the date tirst written above.

PATHFINDER COMMUNICATIONS
CORPORATION

By:1/" a~~·.....,;"...-__
Name: _-..;J;;.,;ohn=;...;;;.F..;.• ..,;D;;.,;i;,;;l;;;:l;.;;e......;;;,;II;;;,;I;;...- _

Title: _....;P;.;r;.;e;.;;;s;.;;;i;,;;;de~n;;.t _

BOOTH AMERICAN COMPANY

• Booth II

Title: President-Secretary
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12-04-1995 08:~ ~:~:~ ~;~ ~

!=Ui-l?-1993 10:04 FRO'I ~E.~TED rEDIA TO
&16 344 4223 . P. 02

13139651160 P.01

(

- 65""/~

HOTE TO JOHN BOOTH

Ri: WRBR

FROM: JQ.HN DI LLE

EXHI8ff

\3
S \\- .).,-~ s:

As we have dlscusstd. DaVt HiCk$. a bt~.dea$ter in Ia1amazoo. has
indicated his int&nt to 1:«00:. the (ontrQ11ing int.rest· in an entity that would
acquir~ WRBR. As~ have' alSO 4iseuSSt(1 my thr" children woUld each .
hold a third of minority shares.

They would have an arrang.~.nt-¢ption-agr..mtnt to pureha,. from
Hicks hiss~~Wh$n and if that~mepossible.. Their agi'S are 26, 25 and
20. -

. It WOUl<S be pruo~ntfor NZ£WCO to nav. a JOA or som(t ~tnC1 or $$l11ng
~grHment \rI1tn s<>meon~. ClearlY W'LTA 'h"OUIQ De me l1x.elY cno1ce. An'.1 mat
:l~",~mentwoU1~ have a "lement of risk witJ'l1n it so as to .,.nsure careful
attentJon to the o1>Ugations of th~ business as well as the license. These
things tog.th.r should provics. tor an "arm'sIMlgtb" agr..mt'At.

Tht at>ovt e.1ong 'nitb tb. ~'minimi;nab1r$ of th. ~croachm.nt
upon the r~K showd mat. any r~uiKt, it n.oessary, tor a waivee fate!y
straightforward. Perhaps such a ~4iv~r is not a slam dunk, but r~1ativ. to
L\akerSfi.ld It oUiht to be qUit~ -cs.coable-.

. Clearly, 'We WOUld 11t.t ~ pr<F.:Hd. We SH it as a rtasotla~lt bUSiness
dt'al and a help to bottI stations as they p..-.s!tion tor the future. Whatever
that m ..&ftt t

On a personal not&, thrH weeks ago our youngest son we-nt on the air
as a Qummfl',~kend, overnigbt JOCk on our AM ¢OUtiU"y ;tation in F¢rt
Waynfl. It was for some of us, and tor different rea~, an emotional
mom~nt I n~9dn't auPp11 th~ d~tai:i.

He Will ttturn to the campus in a few ~lS" but Ule fxperitnce
r$attirms my dtSirt ~ prO\1". for our people the btst possible 0pl=oOrtunity
to surviv. in this business in our home area. It is L~portant

&1 now you $!lowd hay. some kind of document from J.Jan Campbell
totgat'ding the 8ov~an(.of NiWCO that win furnish what~ nHd to
pr~. ~

Best persooal regards.



616 344 4223

." "

MEMORANpUM

IRWJH CAMPI2LL • CROWl
AU. _..&1'1.1".. _,a..-r. floW•....

........a.c:. .........,All.....

I(
...

TO:

PROM:

DATE:

RE:

JobDQa1e

-0rmjb0II~
AJIIUtll1, 1993

AI we dsn..... dUs will oadiDe tile ,.rac'1" or 1bI propOiI1 rc. die
&:4UthioD of WRBJl-PM. SoudllleD!. WiIa byNewoo.

M JCl8 ...... faom.CS'·..m. 4... ~ oftbl .... bJ
.. tIIdt;r ClIWmUId by 101m P. DWa. m(~, un ..w • WIl". of GIl
C«nmiesiml·. 0D00CID••rbt~ or...'''9''OWl.""NI& .1flJ.Ylm cu. Lit·
o! WRIR ...1}..... aU of BaIIIIt. Iptimt Dme, m'- ID aadb -We... lZl 'hada
P\lld'sNDa Cal, rai~ IDe. ~ruth, w1Iidl~ a daD,~ Ia EIIdwt. ScJ =ticJa
73.3"5(c)(2) pmIdJnD I>JDe m tnD JaaYiD( 1CD'bIDb1e imaaG ill TnIda IDd ill WDa
~ 'lint ....tnma ••'C. .

M plOp0114 ....DeW.." Mewco, WOIII4.be"""" W··..... WkIIL
".. waaJ4 be a tIq1e tDdivtdual maJoritJ°1Iaatfddrt.. it to Dmt, m. TIll
~~ Is aD upaklDid rldiamwb_.."'DO__ mille SoudaBall
ar tGkbft ....... till mJacri1J sMrrMlMD WODId .. _ dne adult~ of DiIII. m
c.... 26. 25 IDd 19). TIae dDe ddIdIa do DOC hM .a-ble ima•• iD TNtb (eICIa ..
a ..~" o-RlIMp ...... iD TIadl), ad ......... a ...~ ....'11 c ill
.NeftO, _ "OUJd JKK lllve lIIIl"f.IilsNe .,...- laMiIII illH~ (1a4 it dIeJ wm= DOt
omc.n «~ of Newca,· dIIf 1IIOIIId DOt line IIIribrIIIbk of DII DIIIR iD
NCWQO). Dille. m...w_.".-r b*& 1"'*ar -aa.. fDNnoo. We
do DCIC ddDk 1bIC 1biI.ICllf"sMkIa -ad IIIJUft I of sill 0WJIabip zuJIf.

. Ai ma.. .. an's Mi"" IIlPIkaIOIlIMJ 1I&w til lId6aI dII OnmksiaD's less
dIftDId -croa ....policy- wU:b am IppUf::I to.. 0ftIIIIIIip 1II\iai1lti. AIfbouc1'­
Cl'aII ... poJicrJ may appIJ 11) ..... III ftIcII dim b a ._ph.,.., JsDzat ill. daily
......ud &broIdcut -laD. .. dO.. t!dIk ....11_ea.... 1'IIe c:IIDdIea lie
DDt emma, cIirIctcm or iIftQl\'cd iIa GIe .,."qo of TId.. ~. t~ dill "-
euiilM'Mm flIPlic'tiOll aIIoukI .. CIUItid ..1)fDe DI', owarsltil .uta IllS mraJ !be
aiIriq JOA 'Mtw..WIUIa IIDII WLTA(PM). 1!IM. ~ ,.....

CIC Mr. Job P. OWe, JD

P.82

"7."\. n .. _

TOTRL P.03



( ...

Robert A w'lSO"
Secretary . T',.sur..

November 30, 1993

<:-~:. ',i...::.-:., !:"
'-

Alec C. Dille
2700 N. Hayden, Apt. 1104
Scottsdale, Arizona 85257

Subject: Escrow DePOsU for Proposed Purchase of WRBR Radio

Dear Alec:

P'lhl~ ~fftU"iea11_ Cot
WCKYIWlMJ. Cincinnati
WTACIW\.TA. Elkharvsoum I
WQHK·AMlFM. FOtt Wayne
WMEE. FOtt Wayne
WCUZ·AMlFM. GtandR~
WOWO. Musk.n
SANNER GRAPHIC. G'Hnea

Truth Publishl"9 Comoany. Inc.
THE EU<HAAT TRUTH
1<00L·AWFM. TUlsa

P.O. Bo. Z500
Ellchan. Indian. ~S15
Telephone (ZI9' 294-1661
FAX (219' 294.4014

Federated Media

Attached is the deposit receipt showing that $8,166.67 was deposited in your account on
November 26. 1993. On that same day. a check for a Uke amount was written on your account to
the esaow agent. Honigman Miller SChwartz & Cohn (copy of check attached).

If you haYe any questions. please call me.

_Sl~

~

Robert A. Watson
Secretary-Treasurer

RAW/met

Attachments

EXHIBIT

II

---_._~..,--_._--- ._--------,



Rooet1 A Wa'so"
s.erllary T••••",.,

November 30. 1993

~, ~ ...
'(.....,/1'" ....
I I,'..
\.,-' •..., .

, ...... 0 ••

J. Aint Pille
1902 E. Jackson Blvd.
Elkhart, Indiana 46516

'".

, ,.'
, .... . \ .'

It....., e.-...."Ca1lOftl eo.,
WClCYIWaoU. QlliClIftI...
WT'AICIW'-TA.~ 8
WQHI(.AMIF.... Fortw~
W...ee. FOIl Wayne
WCUZ·AMlFM. Qtat'Cl RAl)ldS
wawo. Mtntcegon
BANNER GRAPHIC. Greenca:

TtUttl Pubflshlng Comoanv. Inc.
THE ELKHART TRUTH
KOl.L·AMlFM. Tutsa

P.O. Bolt 2500
Elkftan. Indiana ~5' 5
T.I.p~ (219l 294·1661
FAX (219) 294.4014

Federated Media

(

SubJect: Escrpw Deposft for Prpposed Pya;hase of weBe Radio

Dear Flnt:

Attached is the deposit receipt shOwIng that sa,166.67 was deposited in your account on
November 26, 1993. On that same day. a check for a Ike amount was written on your account to
the esaow agent, Honigman Miller SChwartz & Cohn (copy of check attached).

If you have any questions, please cal me.

Sincerely,

k
Robert A. Watson
secretary-Treasurer

RAW/rrd

Attachments



,
I

November 30, 1993

Mrs. Sarah D. Dunkel
1736 Lawndale Road
Elkhart, Indiana 46514

, \: ,
\ 1 ~,-'.' "

~...- : ~

Pathfind«~l~eo,o
WCKYIWIMJ. CIndMa.
WTACIW\.TA. bIw1ISovttI 84
WOHK·...MIFM. FOtt w..,...
WMEe. FOtt Wayn.
WCUZ-AMlFM. Gland RaoodS
WOWQ. Musk."
B"'NNER GRAPHIC. GIHf'CaS

Truth PubllshInQ Comoany. Inc.
THE eLKHART TRUTH
KOU-AMlFM. Tulsa

PO. So. 2500
Elkhart. Inctl8ll8 ~S 15
TeleohQne (219) 294.1661
FAX (219)29.-4014

Federated Media

Subject: Escrow Qeposit for Proposed Purchase of WRBB Radio

Dear Sarah:

I
Attached Is the deposit receipt showing that $8,166.66 was deposited In your account on
November 26, 1993. On that same day, a check for a Il<e amount was written on your account to
the escrow agent, Honigman Mmer SChwartz & Cohn (copy of check attached).

If you have any questtons, please call me.

Sincerely,

P-
Robert A Watson
Sea'etary-Treasurer

RAWhnd

Attachments



JOHN A. DUNKeL 1-93
SARAH D. DUNKEL

PH. 21.*"1883
1738 lAWNDAle RO.
EIJ<HART. IN .1.

2286

19~

I $ 8,166.67*

..
67/100 DOllARS

E

'trSgy.k 1) >-1>dJ
l:a?~20~~SSI: 3?q 2285.- 228'

MDoIO _Escrow==~De=pos==it",-- __

J Eight Thousand One Hundred Sixty-six and
i. DII NBD Bank

III =.~~"

4 186-

I S 8,166.67*

Nov. 26 « e-il 71-1141712

ALEC C. Dlut
PH.21~72

238«) GREENU!AF BlVD.
8J<HART. IN 4851.

~ ImIG1AN MUla SCHWARTZ & meN

Eight '1tQllpnd One Hundred Sixty-six and
,
i.

l1li DR. J. FLINT DIUE 7'­
1102 e JACKSON PH 21~1127
B.KHART. IN-..511

Nov. 26 « .. .2J..

539
~12

IIWCH 1

IlOI Esc:raw Deposit
I: 2? ~ 2QO&8 ~I:- aoooa.Q&

$ 8,166.66*



ALEC C. DILLE
PH. z,t-2lS4.-rz
~~E~!l.VC.

ELJ<MNn'. IN ~14

.4IIIIIllI
Ameritrust

",,*"rvst ~lioNl ~"k
.'o41CN8N
EIIlIIan, IN

;
I ..c~&DGC '«111'1' fW CASH 'CTVP&O .., -.oG A-e..

(

2S
OIICa_o_ •.- - uca_ - -,-. .. - -'" ..... -.eMU CIII.UCT_ACoUO

IS. ~~aoa.1).
1\0
~ ~LLARS

___(°...Lt..L.{':::"::>-~19~

204

71-iW1712

--
,

...

IS 114.'1
JJGalA <'t:eli~l'o L LA R5

Ie. I _ ,____f_.,>~19..:u.

208

71-IW712
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DEPOSIT TICKET

JOHN A. DUNKEL 1-93
SARAH D. DUNKEL

PH. 21g.26oI-1683
1738 ~WNOAU: RD.
EU<HART. IN 4e514

Tor..... '.t,)llf 0'.... "'..

rOTAL t.l.+.•_~_ i~~;~;,;'~~,.1 un ,A,.. CICIo-I:' _ ,

: NET DEPOSIT l/~' ""=~~
NBD Bank
Elkhart OftIce - 707
E1khart.'nd18na ~16

I:O? I. 20 I. I. S 51: 3? q 2 28 Sue I. 25

JOHN F. DILLE, m
Z*O GREENt.£AF IlYO.

El.KHART. IND. 485,.. ul cS__--..;...__19~

20e

1'-11417

~~eW $qocs4 »,z,J4.e,( I $ 11,10 •~,

Cut ».o"d.U~'lid. A:-,cl\t ·0'", clolMAO"+O~

MD«) _

..
Ameritrust

202

71-11417

JOHN F. DIU.&. •
23MO GAEDfLEAF "-YO.

ELKHART. N). _M

........NIIIonII ...
",.....
..... IN

"'-O_....,a.lc..=.".;"t., _

__/i_O.;.:I':.::S~_19.L:L

==- ~QrP)a-L~k..(,-- --" $ ~1leel ••O

~,b}1 ..J!...oUC& .J. Jc:kAA1L<)llQ..,AOLul.,J.,.d.W,a:tiL.-.:::"'::=:::=::::'=-o:"O0 Ll A..
Amerttruat
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IRWIN, CAMPBELL II: CROWE, P.C.
ATTOIU'CK'n AT LAW

WiI DGBiILllHt1lS'ftIET. N.".
SVITI.

wASiiiMCrQMO D.c....
~,....

FAX QQ 72WSM

Febtuuy 17, 1994

Via Facsimile

Mr. David L. Hicks
4154 JamiDgs Drive
P.O. Box 50911
Kalamazoo. MI 4900S-0911

Re: WRBR

Dear Dave:

Tbc iDdividual at the Cnmmigionproc:essing tbc WRBR usipnaent application has asJr~.~

for two pieces of iDformatiOD in the form of amencfmcntI.

r1l'St, he WI1ltI • copy of the NCJIICOIIJI)Ctiton Agrccmtm which is Exhibit 2.3(a)(6) t'~

the PntchaSe· AgnemcDt. An IIIleIldmtd form to tab care of Ibis is attached for your IeV:e\\
If it is ok, please sigD the fax copy and return the oriaiaa1 to me.

Secoud, me staff W3DtI • statf!ll1"W from John DiDe and hit fatber tba1 dley will DOt be
iDvolvcd in the day~y operation of WRBR aDd will DOt participate in tbe financiDg of the
purchase of the station for 101m's cbDdrm. I have seut a statrment to 101m and his f&tber 10
sign. In order to fOe tbJs statarMmt, we will DCICd • second~ ameDdrnent .Iped by you.
PIcuc hold on to d1is SCCODd covedDIlJDeIldmem, 10 that your aigoauue is dated after Iolm and
IDs fatba' have siped tbeir 101m DbyrIaf IDd it is ICDI to you.

Please call me if you haw Ill)' quesdoas. Tbe appllcadon sbDuld be ready for final
review u soon as we tile both l1IIC!Mrr<iA.

EDca
ccI~ Mr. Robert A. Watson

EB-18-1994 09: 11 P.04



David L. Hicks
Kalamazoo, Michigan

March 31, 1994

Ms. Sarah F. Dunkel
Mr. Alec C. Dille
Mr. John F. Dille, IV
c/o 421 S. Second Street
P.O. Box 2500
Elkhart, Indiana 46515

Dear Sarah, Alec and John:

This letter will set forth certain terms regarding our relationship as members of
Hicks Broadcasting of Indiana, L.L.C., an Indiana limited liability Company (the
"Company"), the purchaser of Radio Station WRBR from Booth American Company
("Booth") .

,. Capital Contribution. We have agreed that the capital of the Company
will be as follows:

Member

Alec C. Dille

John F. Dille, IV

Sarah F. Dunkel

David L. Hicks

Dollar Amount

$163.34

$163.33

$163.33

$.510.00

Membership Interests
(Percentagel

16.34%

16.33%.

16.33%

51.00%

;

2. Put Provisjon. On and after 3 years from the date of this letter, this will
confirm that I may, at any time, require each of you, jointly and severally, to purchase
all my interest in the Company by giving written notice of my efection to do so (the
"Put Option"). The purchase price and terms for my interest, pursua'nt to the Put
Option, is as set forth under Section 7.4(b) of the Operating Agreement of the
Company, including the minimum purchase price of $100,000.

3. Indemnificatjon and Contribution. Each of you, jointly and seve:any,
agree to indemnify and hold me harmless from any costs, losses, claims, liabilities,
fines. expenses, penalties and damages (including reasonable legal fees) in connf!cti/~n

with or resulting from the Letter of Credit given by me to Booth as part of the
purchase documents regarding the purchase of Radio Station WRBR.

. _._---_.._..._---------------------------------



Ms. Sarah F. Dunkel
Mr. Alec C. Dille
Mr. John F. Dille, IV 2 March 30, 1994

With respect to our Guaranty to Booth given to secure the Promissory Note of
the Company to Booth, in the event Booth demands payment pursuant to such
Guaranty, each of you agree to first pay on the Guaranty to the fl II! amount of your
obligation thereunder before I am required to pay any amount on the Guaranty. You
agree that I have a right of contribution from each of you to enforce this provision.

To the extent necessary, this letter-agreement shall constitute an operating
agreement under Indiana law. In the event any terms of this letter agreement are in
conflict with the terms of the Operating Agreement for the Company, this letter
agreement shall control.

If the te(ms of this letter agreement correctly set forth the terms of our
understanding, please sign where indicated below.

(
.-

Accepted and agreed to by:

March 31, 1994

March 31, 1994

March 31, 1994

KZFSt\10297S.1~~3e3-OOOO2

Sincerely,
c:c::::::::::._~::::::---0....... ""'"

David L. Hicks

Sarah F. Dunkel

Alec C. Dille

John F. Dille, IV

•
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~ 0 Boa ..s-
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PATHFINDER
COMl\1UNlCATIONS
CORPORATION

Davih LJ Hicks. Membe:

~~

I

I I
Mr. David L lilicks
7463 Cottage mak brive
porta

ge,MiChi.1 49<F
f •
i

Dear Dave:: .
I

PadlfindereoL~OIlS CotpotaIion will pe:form aD 3CCOWItingJuoaions far Hicks
Broadcasting <¥~ LL.C This includes general accounting. aCCOlDlIS payable,
prep~don OfP~;U ~~s and proper payment and ~ountin, fex:re1a~ withholding
taxes.~ of ~ia1St3tcment5 on a mouthl.y basis and :filing c;>f requIred government
reports relating to y ,,"ccounting reccrds for which we maintain.

For such servibes HiC~ Broadcasting of Indiana L.L.C. agrees to ~y Pathfinder
commum.·cad9DS f~ouS705.00. each ~th. Such fee is SU~t to review and revision
each January~. Elther;partr may te:rImIlate this agreement by providing the other with 60 days
written notice.; I :
Pl~ indi~ yor 3CFeptaneC of this agreement by signing below•.

.. I .
. ;; Ve:rv truly yours,

~ I '
~ I . /L~.Av:..{=
~ I . ~.:.pA"
; i Robert A. Wmon :

j Secrctary-Treasurer

RAW/md

I~-
HicksBro~gof Indiana. L.L.C. agrees to the above arrangement.

~ 11..: ..~ ·
, I .

-_._--_.._... ------------------------------------



F 0&,,;0;
E'Wr:. Inc~"" ';;...5:!S
21~ ~·:E6i

PATHFINDER
CbMMUNICATIONS
CORPORATION

Date

Sinc=c!y,

~~~

DaVid L Hides
j I
. I

I
I
i
I
,

-------------_.__....--
rT~-·---·-·

,
I

-~!~j__"')....J '.

I I

j
, I

D~:nbc:' 29. ~995
j

I
I
I

Mr. David L ~ck~
7463 Cottacre dale Drive
por::;,ge. MichiPn 49001

I

Robc:t A.. WatSOn
Sec:emy-Treasurer

I

As you are aW"-ire. fI!~ Broadcasting of Indiana, LL.C. ("Hicks'') is ctmendy paying
P~thfiDderCorrn,m;ca~cmsCorporation a monthly accounting f~ o~S705.00 i."1 accOtdance
WItheur AgrecFdt~March23,1994 (copyanached). SmnngJanuary 1. 1996. we
propose the f~ to f,e Sl,OOO per month. .

! I ~
Please indicaIC~ouracdeptance and agr=menc with this monthly fee by signing and dating
below and retU:fninr~ thiS le(te::' to me.

I ;
If vou have any' auestiohs. please call me.. t·/' .. .

1 I .

RAW/md

AcceptedB)r.

----_._----------------------



MEMO

TO: J. Flint Dine DATE: March 20, 1995

.'

Another payment wiD soon be due on Hicks Broadcasting of Indiana's Note Payable to Booth
American for WRBR Radio. As in the previous month, attached Is your father's Check Which you
should deposit in your aocount. Please write a check on your account made payable to..!:::lis:!sS.
Broadcasting of Indiana. L.L.C. and maD it to me in the enclosed self-addressed, stamped envelope
by no later than March 24th.

If you have any questions, please call me.

Bob Watson

RAW/md

Attachments

;

•• ",. f~

\1--~ ~~ \
-...., ....

\ '~. \

\ ~, "","
"\



MEMO

TO: Alec Dille DATE: MarCh ~O, 1995

Another payment will soon be due on Hicks Broadcasting of Indiana's Note Payable to Booth
American for WRBR Radio. As in the previous month, attached is your fatner's Check which you
should deposit in your account. Please write a. check on your account made payable to t::Iiasl
Broadcasting of Indiana, L.L.C, and mail it to me in the enclosed selt-addressed, stamped envelope
by no laler tMn March· 24th.

It you have any questions, please contact me.

Bob Watson

RAW/md

Attachments



MEMO

TO: Sarah Dunkel DATE: March 20,1995

Another payment wl1l soon be due on Hicks Broadcasting of Indiana's Note Payable to Boottl
American for WRBR RacflO. As in the previous month, attached is your father's check which you
should deposit in your account. Please write a check on your account made payableto~
Broadcasting of Indiana, L.L.C. and mail it to me in the enctosed self-addressed, stamped envelope
by no late~ than March 24th.

If you have any questions, please call me.

Bob Watson

RAW/md

Attachments

P.S. We are returning the blank check you gave us (which was filled out in the wrong amount); this
check has been voided. ptease write us another check from your account in the amount of
$35,000.00 and return to me as instructed above.

-<------<"-'--,",,--------------------------------



IRWIN, CAMPBELL & TANNENWALD, P.C.
ATTORNEYS AT LAW

1730 RHODE ISLAND AVENUE. N.W.
SUITE 200

WASHINGTON, D.C. 20036
(202)~

FAX (202) 72S-0354

PETER TANNENWALD
(202) 728-0401 Ext. lOS

April 3, 1997

William F. Caton, Acting Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

Re: WNDU-AM-FM, South Bend, Indiana
Applications for Assignment of License
File Nos. BAL-960809GQ & BALH-960809GR

Stop Code: 1800B2-WD

Dear Mr. Caton:

Transmitted herewith in triplicate and filed on behalf of Pathfmder Communications
Corporation as an amendment to the above-referenced applications is a response to the
Commission's Letter of Inquiry dated March 14, 1997. The filing consists of the covering
Amendment executed by John F. Dille, ill; the Response of Pathfmder Communications
Corporation; the Response of Hicks Broadcasting of Indiana, L.L.C.; and supporting declarations
of John F. Dille, ill, David L. Hicks, Robert A. Watson and Alan C. Campbell.

Should you have any questions concerning the amendment, please contact the undersigned.

Very truly yours,

Ii::; /~
Peter Tannenwald

Enclosures
cc (w/encs): Stuart B. Bedell, Esquire

Linda Blair, Chief
William H. Crispin, Esquire
Christopher J. Reynolds, Esquire



Apri13, 1997

~ .
I I .

fATHFJND!!COMM:UNICAnONS CORP.
I 421 Sec9nd Street! ! . E, IN 46516I : .

!

I
I
I I

F<dcra1 CommunieatiL ~ommi"ioD
1919 M Street, NW r .
Washington. D.C. 2ok541

I 1
I

Re: WljIDU-AM-FM. South Bend. Indiana
Applications fQr Assignment of UceDSC
FiIf NoS. BAI.}96<BJ9GQ & BAUI-96(8)9GR

I :
St9i' Code: 18,OOB2-WD

1 I . .
Dear Sir or Madam: l !

C I '
Please amend me above referenced applications to include the attached Response of

Pathfinder Communi aIi~ns Corp. dnd suJ'l'OfUng documeritation and t11F Response of Hicks
Broadcasting ?f Indi *L~. 3nd [s!lJ'POfll11g documentation in rcsponscr to the Commission's
Letter of Inqwry da hJ4, 1997. ,

I .

i ~pcctfu11y submitted.

i ~~( .. ~\~~ _
JohD F. Dille, m. President
P'eUijfmder Communications·Corporation. ;

.._-_._-_.._-_. ---------------------------------



Response of Pathfinder Communications Corporation

The following Response of Pathfinder Communications Corporation ("Pathfinder") is
provided to the Letter ofInquiry dated March 14, 1997. For convenience, the questions from the
Commission are set forth below.

1. Did Mr. Hicks provide any portion of the six $5,000 payments that were made
to Booth American for the purchase of WRBR between October 1994 and
March 1995? If so, was Mr. Dille or Pathfinder the source of any of those
funds? Specify amounts paid and provide copies of checks to support your
responses.

Yes; David L. Hicks ("Hicks"), the President, CEO and 51 % voting member of Hicks
Broadcasting of Indiana, L.L.c. ("Hicks Broadcasting LLC"), provided his pro rata (51 %) share,
or $2,550.00, of each of the six $5,000.00 payments made to Booth American Company ("Booth
American") between September 1994 (for the payment due October 1, 1994) and March 1995 for
the purchase of the station. Neither John F. Dille, III ("John Dille") nor Pathfinder were the
source of any of Hicks' funds. Personal checks from Hicks in the amount of $2,550.00 were
deposited in Pathfinder's checking account and credited to the Hicks Broadcasting LLC account,.ll
and the corresponding payments were made to Booth American, as follows:

Date Hicks I CheckY

Deposited bv pathfinder

10/3/94
10/26/94
11/7/94

Amount of
Check

$2550.00
$2550.00
$2550.00

Date of Payment to
Booth American

9/29/94
10/26/94
11/23/94

11 Pathfinder performs certain accounting and related functions for Hicks Broadcasting LLC
pursuant to a letter agreement dated March 23, 1994 as discussed more fully herein in response
to Question 9. ~ Exhibits 9A and 9B. Briefly, Pathfmder accomplishes this accounting function
using a common bank account for Pathfmder and Hicks Broadcasting LLC, among other entities,
but with matters related to Hicks Broadcasting LLC maintained separately from matters related
to Pathfinder or other entities using common accounting methods. Accordingly, every time funds
attributable to Hicks Broadcasting LLC are deposited in or disbursements on behalf of Hicks
Broadcasting LLC are paid from the common bank account, an accounting entry is made to reflect
the increase or decrease in the portion of the funds in the common bank account which are
attributable to Hicks Broadcasting LLC. Checks issued by Pathfinder pursuant to this
arrangement from the common bank account for matters relating to Hicks Broadcasting LLC are
stamped "Hicks Broadcasting of Indiana L.L.C.ldba WRBR Radio."

1/ Copies of Hicks' six checks are attached hereto as Exhibit 1.



"

12/29/94
1/31/95
2/28/95

$2550.00
$2550.00
$2550.00

12/21/94
1/25/95
2/22/95

2. How is the statement that Mr. Dille would not finance the purchase of WRBR
by Hicks Broadcasting consistent with the fact that he was the source of
virtually all of the funds that Hicks Broadcasting used between November 1993
and March 1995 to pay Booth American for the purchase of WRBR?

John Dille provided no funds to Hicks Broadcasting LLC and made no payments to Booth
American for the purchase of the station, and has no understanding, agreement or obligation to
do so. John Dille did loan funds to his children, which they, in tum, used to make their pro rata
deposits with the escrow agent, to purchase their pro rata shares of paid in capital to Hicks
Broadcasting LLC, and to make loans to the company.

All funds used by Hicks Broadcasting LLC between November 1993 and March 1995 for
the purchase of the station from Booth American were provided directly to the Company by the
members of Hicks Broadcasting LLC. The first payment due and made to Booth American was
for $5,000:00, which was due by October 1, 1994 and was actually paid on September 29, 1994,
followed by five similar payments each month through the payment due on March 1, 1995, which
was paid on February 22, 1995. As discussed in response to Question 1, Hicks paid his pro rata
(51 %) share, or $2,550.00, of each of the six $5,000.00 payments made to Booth American
between September 1994 and March 1995 for the purchase of the station.

The balance of each of the six $5,000.00 payments, or $2,450.00, was paid by John
Dille's children, Alec C. Dille ("Alec"), Sarah F. Dill&' ("Sarah") and John F. Dille, IV ("Flint"
and collectively with Alec and Sarah the "Dille Children"), on an approximately pro rata (16.33%
each) basis, by personal checks from Alec, Sarah and Flint which were credited to the Hicks
Broadcasting LLC account, in amounts of approximately $816.67 each. if

Prior to October 1, 1994, when the first note payment became due to Booth American, the
only funds contributed by Hicks, Alec, Sarah or Flint related to the $50,000.00 escrow that was
required with the execution of the Asset Purchase Agreement ("APA") for the purchase of the
station from Booth American, on or about November 30, 1993. Since Hicks Broadcasting LLC

J/ Sarah F. Dille is Sarah's maiden name; at the beginning of this transaction her married
name was Sarah D. Dunkel, and her current name due to a subsequent marriage is Sarah Erlacher.

if Sarah Dille actually paid the $816.44 share of her brother Flint's contribution of the
$5,000.00 payment made to Booth American on November 23, 1994.
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had not yet been fonned, and would not be fonned until immediately prior to the March 31, 1994
closing on the purchase of the station, each of the members (Hicks, Alec, Sarah and Flint)
contributed their respective pro rata shares of the $50,000.00 escrow amount.

Hicks contributed his pro rata (51 %) share, or $25,500.00, in the fonn of an irrevocable
standby letter of credit issued December I, 1993, by Michigan National Bank, as discussed more
fully herein in response to Question 5. This letter of credit remained in effect after the closing
on March 31, 1994, and was not released by Booth American until the note payment of $105,000
to Booth American due on April I, 1995. After the $105,000.00 payment was made to Booth
American, the letter of credit was cancelled.

Alec, Sarah and Flint each delivered personal checks in the amount of approximately
$8,166.67 payable to Honigman, Miller, Schwartz & Cohn, counsel to Booth American, as
escrow agent representing their share of the escrow deposit. Since there was no default under the
APA, at the March 31, 1994 closing on the purchase of WRBR by Hicks Broadcasting LLC this
$24,500.00 cash escrow deposit was returned in full in the fonn of a check from the Honigman
law finn payable to Hicks Broadcasting LLC. The $24,500.00 check was deposited to the credit
of the newly-fonned Hicks Broadcasting LLC in anticipation of the purchase of certain new
equipment for the station, and was booked as an $8,000.00 member loan and an approximately
$166.67 capital contribution in favor of each of Alec, Sarah and Flint.

The note to Booth American required a payment of $105,000.00 on April I, 1995 and the
funds for this payment by Hicks Broadcasting LLC were provided in the fonn of member loans,
each in the amount of $35,000.00 from Alec, Sarah and FlintY As part of the negotiation
process, Booth American had demanded this lump-sum payment in consideration for the
moratorium on monthly note payments during the following twelve months. At the time this
lump-sum payment was due to Booth American, Dave Hicks was engaged in litigation in
Kalamazoo, Michigan involving his merger partners in another deal, litigation that remains
ongoing, and was unable to comfortably make a pro rata share of a loan to the company. The
Dille Children felt that their loans to Hicks Broadcasting LLC would be short tenn since WRBR's
financial perfonnance was improving. (For example, as explained in the response to Question 8,
WRBR showed a positive operating balance in March 1995 of approximately $20,000.00.) This
anticipation was well-founded, since Hicks Broadcasting LLC was able to repay these loans to the
Dille Children, plus earlier loans by them, by the end of 1995.

~I These loans were initially recorded as paid in capital on the books of Hicks Broadcasting
LLC, but were reclassified as loans during year-end accounting adjustments in December 1995.
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3. In Pathrmder's Consolidated Opposition to Informal Objection filed November
15, 1996 ("Opposition"), Pathfinder states that Dille's statement that he would
not finance the purchase of WRBR is "literally" correct because Booth
American was providing seller financing. Was Mr. Dille aware that the staff
requested a statement that he would not "participate in the financing of the
purchase of the station for [his] children"?

As detailed more completely in Pathfinder's Opposition, John Dille and Pathfinder were
initially contacted by Booth American in the summer of 1992 concerning the establishment of a
joint sales agreement ("JSA") between WRBR(FM), licensed to Booth American, and WBYT(FM)
(WLTA at the time), licensed to Pathfinder. The JSA between WRBR and WBYT was dated
December 18, 1992.

For its own business reasons, Booth American decided to sell WRBR in the spring of
1993. Among other potential buyers, John Dille was contacted by Booth American to determine
his interest in acquiring WRBR. John Dille was interested in purchasing WRBR and discussed
a possible deal with one of Pathfinder's communications attorneys, Alan C. Campbell
("Campbell "). In discussions with Campbell, it was determined that it would be necessary for
Pathfinder to obtain a waiver of the Commission's newspaper-radio cross-ownership rule in order
to acquire WRBR. In consultation with communications counsel for Booth American, it was
concluded that it would take some time to obtain a waiver of the rule, with no guarantee that such
a waiver could be obtained. Booth American was interested in selling WRBR quickly and did not
want to wait to see if a waiver could be obtained.

When he determined that Pathfinder would not be able to purchase WRBR on a timetable
suitable tb Booth American, John Dille wanted to try to fmd a way to preserve the JSA which was
beneficial to Pathfinder in terms of cost savings. He also preferred to have the station acquired
by a qualified broadcaster with a similar operating philosophy, who was not already a competitor
in the market. John Dille considered several possible parties and decided to approach Dave
Hicks, whom he had known for severalYeftrs. John Dille and Dave Hicks met during the summer
of 1993 to discuss Hicks' interest in the acquisition of the station. (Earlier, Mr. Hicks had been
contacted directly by Booth American as a potential buyer for the station.) By this time, Campbell
had discussed with the FCC staff whether it would be acceptable for the Dille Children to invest
in the ultimate purchaser of WRBR as nonattributable parties and had reported to John Dille that
this could be done.

As discussed in more detail in response to Question 7, John Dille also viewed the
acquisition of nonattributable interests in WRBR by his children as a good investment opportunity
for them and discussed with Dave Hicks a structure in which the Dille Children could be minority
shareholders and Mr. Hicks expressed his agreement to such an arrangement. John Dille did not
discuss with Mr. Hicks or Campbell whether he would or could loan money to his children to
fund their investment in the station; however, it had been his intention to do so from the start and
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he had received advice from other legal counsel for Pathfinder at an earlier stage in the transaction
that he could make loans to his children for their investment in Hicks Broadcasting LLC.

John Dille was not aware that the FCC staff wanted him to certify that he would "not
participate in the financing of the purchase of the station for [his] children." It was always his
intention from the beginning to have the opportunity to loan his children funds which they, in
turn, either loaned to Hicks Broadcasting LLC or used to make capital contributions to the
company. Although the letter from Campbell mentioned in Question 4, dated February 17, 1994
and addressed to Hicks indicated a "cc" to Robert A. Watson ("Watson"), neither John Dille nor
Watson recall seeing that letter at the time and did not become aware of it until this proceeding.
John Dille was never advised that he could not provide funds to his children, whether in the form
of gifts or loans, to help finance the purchase of their membership interests in Hicks Broadcasting
LLC and the amendment signed by John Dille dated February 22, 1994, did not state that he
would not loan or give funds to his children for their investment in Hicks Broadcasting LLC. The
amendment stated that John Dille would not "finance or guarantee the purchase of the station by
Hicks Broadcastil)g,» which, in fact, he has not done. John Dille perceived a clear distinction
between making abusiness investment directly in Hicks Broadcasting LLC and making a parental
loan to his children.2/

4. With respect to Question 3 above, Alan C. Campbell stated in his letter of
February 17, 1994 that he was forwarding a statement to Mr. Dille to sign.
Is this the same statement that was submitted as an amendment to the WRBR
assignment application on February 24, 1994? If not, provide copies of any
intervening correspondence, drafts or notes concerning the information that
Mr. Campbell asserted the staff requested in connection with the WRBR
assignment application. If written documentation is not available, reduce the
recollections of appropriate parties to this matter to writing.

2/ The Commission has determined in the context of real party-in-interest issues that a parent
may provide funds to his or her children without having that activity convert the parent into a
party to the application or the real party-in-interest. Cannon's Point Broadcasting Co., 93 FCC
2d 643, 655 (Rev. Bd. 1983), recon. denied, 94 FCC 2d 72, review denied. FCC 84-161 (April
13, 1984) (subsequent history omitted) (no real party-in-interest issue based merely on financial
and business ties among family members). See also Nonh Idaho Broadcasting, 8 FCC Rcd. 1637,
72 RR 2d 360 at 19 (1993); Magdalene Gunden Pannership, 2 FCC Rcd 5513 at 1 14 (Rev. Bd.
1987) (petitioner failed to establish anything beyond a familial relationship and financial assistance
where a father gave his daughter the funds she needed to purchase a 20 percent interest in the
applicant and to prosecute the application although daughter is under no obligation to repay him);
High Sierra Broadcasting, 96 FCC 2d 423 1 14 (Rev. Bd. 1983) (no party-in-interest issue where
father loaned money to children for their capital contribution to an applicant-partnership).
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John Dille signed the only statement that he was ever aware of or that was presented to
him, that is, the one dated February 22, 1994, and filed with the Commission as part of an
amendment to the application of Hicks Broadcasting LLC on February 24, 1994. He was not
presented with any other documents or correspondence, other than the statement he signed. More
particularly, John Dille did not become aware of Campbell's February 17, 1994 letter to Dave
Hicks prior to this proceeding, by which time, as reflected elsewhere in this response, any loans
by John Dille to his children in connection with the payment of the Booth American note had
already been made and, as noted, repaid by Hicks Broadcasting LLC.l/

To the best of his recollection, Campbell received a call from someone at the Commission
(he does not recall who called) requesting an amendment to the applicatio~ of Hicks Broadcasting
LLC. Shortly thereafter Campbell prepared the letter to Mr. Hicks dated February 17, 1994, and
assumes that it reflects his conversation with the staff. Campbell prepared two covering
amendments to be signed by Dave Hicks and which were signed by him on February 23, 1994,
returned to Campbell and filed with the Commission by another attorney in Campbell's office on
February 24, 1994.

Campbell also prepared the amendment which was signed by John Dille, dated February
22, 1994 and attached to Dave Hicks' covering amendment dated February 23, 1994. The
amendment was intended by Campbell to be responsive to the staff's request. Campbell has no
independent recollection in his brief conversation with the staff person that he or she said that
John Dille could not or should not loan funds to his children. The question of whether John Dille
could loan funds to his children which they would, in tum, use for their investment in Hicks
Broadcasting LLC is a different question from whether he would fmance the purchase of WRBR
fur his children, and is also a different question from whether he would finance the purchase of
WRBR by his children. Campbell never advised Mr. Dille that he could not make loans to his
children.

Although no prior drafts of the fonn of amendment signed by John Dille exist, Campbell's
recollection, based upon the wording of his February 17, 1994, letter, is that he contemplated and
may have drafted the same statement to be signed by both John Dille and his father, John F. Dille,
Jr. (since deceased), and may have spoken to either John Dille or Watson concerning the senior
Mr. Dille's health. Campbell decided that the form of amendment could be signed only by John
Dille in light of his father's poor health at the time and may have discussed this point with the
Commission staff, but is not sure. The fonn of amendment signed by John Dille is identical to
the form in Campbell's records, but it appears that it was retyped verbatim before being executed.

21 Had John Dille been aware that he should not provide funds directly to his children to be
used for their investments in WRBR, appropriate institutional lending could have been arranged
for Alec, Sarah and Flint.
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A copy of the fonn of amendment from Campbell's records, which is the only other draft of the
amendment of which he is aware, is attached hereto as Exhibit 4.

5. Did Mr. Dille have a relationship with the Michigan National Bank that played
any role in Mr. Hicks' obtaining the $25,500 letter of credit? Did Mr. Dille
or his children play any role whatsoever, including but not limited to acting as
cosigner or guarantor, to assist Mr. Hicks in obtaining the $25,500 letter of
credit that was used for the November 1993 deposit on the purchase of
WRBR?

John Dille does not have, nor has he ever had, any relationship with the Michigan National
Bank and neither he nor his children played any role, including acting as cosigner or guarantor,
to assist Mr. Hicks in obtaining the $25,500 letter of credit.

.'

6. What was the source of funds for any payments that have been made on the
note to Booth American (for the purchase of WRBR) since April 1995? was
Pathfinder or was Mr. Dille the direct or indirect source of any of these funds?

After the payment to Booth American due on April!, 1995 and made on March 22, 1995
(and discussed in response to Question 2), no payments were due to Booth American for one year.
Beginning April 1, 1996, six monthly payments in the amount of $10,000.00 were due each month
through September 1, 1996, at which time the monthly payments increased to $15,000.00 per
month beginning October 1, 1996, and continuing through to December 1, 1997, with a final
payment for the remaining balance of $240,000.00 due on January 1, 1998.

Dave Hicks made a loan of $10,000.00 to Hicks Broadcasting LLC on March 29, 1996,
for the payment due to Booth American on April 1, 1996. (A copy of Hicks' March 28, 1996,
personal check to Hicks Broadcasting LLC is attached hereto as Exhibit 6A.) Alec, Sarah and
Flint made loans of approximately $3,333.33 each to Hicks Broadcasting LLC on April 30, 1996
for the payment due to Booth American on May 1, 1996. For these two payments, therefore, the
contributions were made roughly on a pro rata basis (Le., Hicks contributed 50% and Alec, Sarah
and Flint collectively contributed 50%, instead of a 51 % to 49% split). The $10,000.00 payment
due to Booth American on June 1, 1996, was made using loans from Hicks, Alec, Sarah and Flint
on a pro rata basis, with Hicks contributing $5,100.00, or 51 %, and Alec, Sarah and Flint each
contributing approximately $1,633.00. or 16.33% each. (A copy of Hicks' June 19, 1996,
personal check to Hicks Broadcasting LLC is attached hereto as Exhibit 6B.) John Dille loaned
funds to his children, which they, in tum, loaned to Hicks Broadcasting LLC, for their pro rata
share of the note payments to Booth American due on May 1 and June 1, 1996.

7

'--~'----""----"'---------'-"------------------------------



As discussed more fully in response to Question 8, starting in June 1996 and continuing
to the present Hicks Broadcasting LLC and WRBR(FM) have had a positive operating balance,
and all payments made to Booth American starting with and including the payment due on July
1, 1996 have been financed through the successful operations of WRBR.

A summary of the payments made to Booth American, including the date due, the date
paid, the amount due, and the source of funds, is as follows:

Date Due Date Paid Payment Amount Source of Funds

10/1/94 9/29/94 $5,000.00 Pro Rata by Members
11/1/94 10/26/94 $5,000.00 Pro Rata by Members
12/1/94 11/23/94 $5,000.00 Pro Rata by Members
1/1/95 12/21/94 $5,000.00 Pro Rata by Members
2/1/95 1/25/95 $5,000.00 Pro Rata by Members
3/1/95 .' 2/22/95 $5,000.00 Pro Rata by Members
4/1/95 3/22/95 $105,000.00 Alec, Sarah and Flint
4/1/96 3/27/96 $10,000.00 Hicks
5/1/96 4/24/96 $10,000.00 Alec, Sarah and Flint
6/1/96 5/22/96 $10,000.00 Pro Rata by Members
7/1/96 6/26/96 $10,000.00 Station Operations
8/1/96 7/24/96 $10,000.00 Station Operations
9/1/96 8/21/96 $10,000.00 Station Operations
10/1/96 9/25/96 $15,000.00 Station Operations
11/1/96 10/23/96 $15,000.00 Station Operations
12/1/96 11/20/96 $15,000.00 Station Operations
1/1/97 12/25/96 $15,000.00 Station Operations
2/1/97 2/5/97 $15,000.00 Station Operations
3/1/97 2/26/97 $15,000.00 Station Operations
4/1/97 3/26/97 $15,000.00 Station Operations

As can be seen from this summary, except for the $105,000.00 payment due on April 1,
1995, all payments to Booth American on June 1, 1996 or before were paid roughly on a pro rata
basis by the members, with Hicks paying his 51 % pro rata share, and all payments due after June
1, 1996 have been financed through the operations of WRBR. John Dille was not the source of
any of the funds contributed by Hicks.

In December 1995, the members agreed to use accumulated WRBR positive operating
balances to repay approximately $43,000 in member loans made by Alec, Sarah and Flint, which
essentially was the $8,000 each loaned to Hicks Broadcasting LLC on April 19, 1994, in the form
of the return of the escrow deposit after the closing on the purchase of the station, and the
$35,000.00 each loaned to the Company on March 24, 1995, for the $105,000.00 payment due
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[0 Booth American on or before April 1, 1995. Thus, after this loan repayment to the Dille
Children, at the end of 1995, the total contributions by Hicks on one side and the Dille Children
on the other side to Hicks Broadcasting LLC in the fonn of paid in capital and outstanding loans
was at the 51 % - 49 % ratio, respectively. ~/

7. What is the earliest date that Mr. Hicks reached an understanding with either
Mr. Dille or Mr. Dille's children that Mr. Dille's children would have an
option to purchase Mr. Hicks' interest in Hicks Broadcasting LLC?

The Hicks Broadcasting LLC application to acquire WRBR properly indicated in response
to Section II, Question 15 that there were no documents, contracts or understandings relating to
future ownership of the station, including options, since at that time no such agreement or
understanding existed.2' While Dave Hicks and John Dille had discussed the idea of an option,
right of fIrst refusal or similar type agreement, these preliminary discussions had not resulted in
any understanding or agreement as of the time the assignment application was fIled on December
22, 1993, or at any time thereafter until shortly before the closing on March 31, 1994.

John Dille sent a note to John Booth, the principal of Booth American involved in the sale
of WRBR, dated August 17, 1993, indicating that his children would have an "arrangement­
option-agreement" to acquire Dave Hicks' shares; however, no such understanding, in fact,
existed as of that date. ill' (Mr. Hicks was not aware of John Dille's note to John Booth and it did
not reflect Hicks' understanding of the status of discussions up to that time.) The memorandum
from Campbell to John Quale, Booth American's counsel, discussing the structure of the deal,

~I Although Question 6 is limited to the source of funds used to make payments to Booth
American, it should be noted that in February, 1996, the Dille Children each funded a portion of
a loan to Hicks Broadcasting LLC for the purchase of new programming for WRBR. As a result,
the amount loaned to the company by the Dille Children was disproportionate to the overall
amount loaned by Dave Hicks. However, the ratio of paid in capital and the amount of loans used
for payments on the Booth American note has remained at the 51 % - 49% level.

2/ Dave Hicks initially penned-in answers to the questions on FCC Form 314 and sent his
draft of the form to Alan C. Campbell, communications counsel for the company. Campbell was
aware that the Dille Children would hold minority interests, but he was not aware that the parties
were discussing the concept of an option-type arrangement or the status of any such dIscussions.
Campbell did not discuss with Hicks or John Dille whether their discussions had reached the stage
that they should be reported in the assignment application.

.ill/ See pages 6-8 and 13 of the Opposition, which focus on the deposition testimony of the
participants dealing with the issue of when an agreement or understanding may have been reached.
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also dated August 17, 1993, failed to reference any option-type arrangement. Mr. Dille believed
throughout the negotiations that even if his children did not acquire some right to purchase Hicks I

\ interest that the deal was still an excellent investment opportunity for them.

Mr. Hicks' recollection is certain that an agreement concerning the Dille Children's option
did not exist until shortly before the Operating Agreement for Hicks Broadcasting LLC was signed
on March 31, 1994, and is consistent with the timing of the'creation of the company's Operating
Agreement, which includes the option-type provisions. The initial draft of the Operating
Agreement, which was not prepared and distributed until March 4, 1994, did not include Section
7.4, Sale. Assignment. Call Provision or Other VoluntarY Transfer of Interest. This provision
first appeared in a subsequent draft of the Operating Agreement that was distributed on March 24,
1994. Thus, no agreement was reached concerning this provision until some time between March
4 and March 31, 1994.

8. Pathfinder states in its Opposition that Pathfinder made payments to
creditors and employees on behalf of Hicks Broadcasting from time to
time that exceeded the cash balance available from and attributable to
Hicks Broadcasting LLC. What are the periods of time -- give dates
and lengths of time -- that Pathfinder continued to make payments on
behalf of Hicks Broadcasting LLC that exceeded the cash balance
available from and attributable to Hicks Broadcasting? Provide details
as to the types of payments that were made during these times, the
amounts, and the parties who were paid.

Under the JSA and accounting agreement (outlined in detail in response to Questions 1 and
9), all expenses for Hicks Broadcasting LLC are paid through the common bank account used for
Pathfinder, Hicks Broadcasting LLC and other entities. However, there were periods of time
whereby Pathfinder made payments on behalf of Hicks Broadcasting LLC that exceeded its
positive balance from operations..lJ! This occurred during two periods of time - from June 1994
through March 1995 and from December 1995 through May 1996. During all other months,
WRBR has had a positive operating balance.

ill Question 8 uses the term "cash balance", which is not accurate in the sense that it suggests
a running balance based on a cash receipts method of accounting. Although the actual
performance of WRBR and WBYT under the JSA ultimately depends on dollars collected, the
more proper term to use is positive or negative "operating balance", rather than cash balance.
Regardless of the accounting nuances used, Pathfinder has reexamined this practice in light of the
concern reflected in the Commission's inquiry and has advised Hicks Broadcasting LLC that it
will have a 30-day period in which to eliminate a negative operating balance or WRBR expenses
(exclusive of joint expenses under the JSA) will not be paid.

10
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The dollar amounts listed below indicate the cumulative amounts of Hicks Broadcasting
LLC's negative operating balance at the end of each month. However, in several instances
although the cumulative operating balance at the end of a particular month was negative, that
month's operating balance was positive. For example, the cumulative negative operating balance
at the end of January 1995 was $80,769 (this amount represented less than 8% and 6.5% of
WRBR's billings in 1995 and 1996, respectively) and the cumulative negative operating balance
at the end of February 1995 was reduced to $76,046; therefore, after the process of recording
and allocating all appropriate expenses for February 1995 to Hicks Broadcasting LLC was
completed, WRBR showed a positive operating balance of $4,723 for that month. Although
Hicks Broadcasting LLC had a cumulative negative operating balance from January through
March 1995, and again from February through May 1996, WRBR actually had a positive
operating balance during each of those months.

Month

.' ~

June
July
August
September
October
November
December

l225.
January
February
March

December

.l22Q
January
February
March
April
May

Epd of Month Cumulative Amounts of
Negative Operating Balance

$7,132
$19,695
$21,943
$31,535
$37,209
$58,003
$63,598

$80,769
$76,046
$56,460

$22,678

$56,939
$52,340
$48,290
$44,983
$10,843

All operating expenses attributable to WRBR are paid through the Pathfinder common
account and charged to WRBR's operating balance. The payments Pathfinder makes under the
JSA and accounting agreement include, but are not limited to, expenses such as payroll (ranging
from $27,568.24 in June 1994 to $35,121.65 in May 1996), rent, property taxes, ASCAP, BMI,
SESAC, Arbitron, Associated Press, various talent fees (in addition to payroll), various selling
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expenses, telephone service (AT&T and Ameritech), cellular telephone service (Sprint Spectrum),
Postmaster, Federal Express, UPS, Firstcom Broadcast, legal fees, Business System, Custom
Business Systems, Inc. (traffic system), Radio Aids, petty cash, expense reimbursements paid to
employees, etc. Pathfinder retains detailed accounts of who it pays, the amount it pays and on
whose behalf it makes the payments. However, due to the volume of these entries and their
proprietary nature, it would not be practical to list them all here. If requested by the Commission,
Pathfinder will provide copies of its account ledgers pertaining to the JSA and accounting
agreement for the periods in question, with a request that such detailed records not become public
or be provided to competitors.

As stated above, the accounts that Pathfinder maintains for Hicks Broadcasting LLC under
the JSA and the accounting agreement are extensive and are specific as to the dollar amounts and
companies paid. Dave Hicks is provided with a full fmancial statement each month and has access
to the account books and ledgers at any time. He is aware of the expenses that are paid, and if
he requires clarification of any expenses, it is provided. Before payment, all expenses are
approved by statjon department heads and, if applicable, allocated to entities in addition to
WRBR, by that individual. Some expenses, like rent and utilities, are recurring and charged one
half to WRBR and one half to WBYT automatically.

There are several internal checks and balances to ensure that the correct station under the
JSA is attributed with the proper expenses. The first check is with personnel at each individual
station. The accounting system is set up so that personnel at each station codes its own bills with
a number which allocates an invoice to an individual station and to the proper expense category
for that station. Before the bills are paid, they are checked to ensure that they are reasonable (e.g.
not out-of-line with similar expenses in prior months); if there appears to be a problem, the
accounting department reviews the matter with the appropriate station personnel. Separate
monthly budgets are prepared for WRBR and WBYT and each month the budget for each station
is compared with that station's actual expenses. If the expenses exceed the budget significantly,
the allocation of expenses is checked to make sure that expenses were allocated to the correct
station. If a mistake is discovered, the mistaken amount is reclassified to the proper account as
an accounting entry at the end of the month, or whenever the error is discovered.ll!

11/ It should be noted that Pathfinder was the subject of an IRS audit in the fall of 1996 for
tax year 1994, which included an examination of the WRBR expense and income allocation
process described above. The IRS raised no questions with respect to these procedures.
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9. Is there a written agreement -- other than the JSA - pursuant to which
PatlUmder provides fmancial and accounting services for Hicks Broadcasting?
If so, provide a copy of this agreement. If not, describe the terms of any oral
agreement or understanding pursuant to which Pathfinder has been providing
financial and accounting services for Hicks Broadcasting since April 1994.

Pathfinder and Hicks Broadcasting L.L.C. entered into an accounting agreement (which
may be cancelled by either party on 60 days notice) on March 23, 1994, whereby Pathfinder
provides general accounting, accounts payable, preparation of payroll checks, and accounting for
related withholding taxes, issuance of financial statements on a monthly basis and filing of
required government reports relating to any accounting records for which Pathfinder is
responsible. In exchange, Hicks Broadcasting LLC agreed to pay Pathfmder $705 per month; the
amount was increased to $1000 per month as of January 1, 1996, pursuant to an amendment to
the accounting agreement. Copies of the original agreement and the amendment are attached
hereto as Exhibits 9A and 9B, respectively.

The decision to use the accounting methods and system already in place for all Pathfinder
radio stations and for operations under the Booth American JSA was logical, efficient, accurate
and the most cost effective option available and, in the judgment of Hicks Broadcasting LLC, in
no way compromised Dave Hicks' control of and responsibility for WRBR. The computer
hardware, software and systems were already in place, with experienced accounting personnel
who were already schooled in radio station operations. Their functions and decisions are
ministerial in nature and in no way compromise or usurp control of the finances of WRBR. The
adoption of this system was reviewed with communications counsel prior to the closing on the
purchase of WRBR on March 31, 1994 so that it was in place as of the closing.

10. Provide information concerning all employees of either Pathfinder or Hicks
Broadcasting (managerial and non-managerial) involved in WRBR's
programming, finances and personnel. Address their roles with respect to
each of these three areas of station operation, providing specific details.
Explain which employees are employees of Pathfinder, which employees are
employees of Hicks Broadcasting, on whose payroll these employees are listed,
and in what manner and by whom they are paid.
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Hicks Broadcasting LLC employs nine employees (four fulltime and five parttime). They
are employed by Hicks Broadcasting LLC and their full cost is allocated to the payroll of Hicks
Broadcasting LLC.

Hicks Broadcasting LLC Employees

Department
%of Salary All­
ocated to Hicks

JG
GH
DT
David L. Hicks
MD
Erlacher (Dille), Sarah
SH
BN
GR

Prog. Dir/Announcer
Announcer
Announcer
Owner
PT Announcer
PT Promotion
PT Board Operator
PT Announcer
PT Announcer

Program
Program
Program
Administration (1)
Program
Program
Program
Program
Program

100%
100%
100%
100%
100%
100%
100%
100%
100%

The following people are employed by Pathfmder and a portion of their salary is allocated
to Hicks Broadcasting as shown below.

Pathfinder Employees
% of Salaty All­
ocated to Hicks

(2) 100%
(2) 100%
(2) 100%
(2) 100%
(2) 100%

33%
50%
50%
50%

(3) 50%
50%
50%

Department
Sales
Sales
Sales
Sales
Sales
Engineering
Program
Program
Program
Sales
Administration
Administration(3)(4)

Title
Acct. Executive
Acct. Executive
Acct. Executive
Acct. Executive
Acct. Executive
Chief Engineer
Operations Manager
Production/Continuity
Event Coordinator
Gen. Sales Manager
Office Mgr/Traffic
General Manager

Name ill

HA
WD
MK
PP
KW
RH
KH
MP
BT
BW
VW
Steve Kline

ill In order to protect their privacy, employees are identified only by their initials, except for
the three individuals identified elsewhere in this Response.
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(l) As explained in greater detail in response to Question 11. effective March 1, 1997. 100%
of Dave Hicks' salary is being charged to WRBR.

(2) Effective January 1. 1997 (the effective date of the amendment to the JSA), the Account
Executives are being charged 100% to WRBR. Prior to that time, they were charged
according to the original JSA under which 50 % of their salary was allocated to WRBR
from April 1, 1994 to August 31, 1996, and 40% of their salary was allocated to WRBR
from September 1, 1996 to December 31, 1996. Under the amendment to the JSA
effective January 1, 1997, 100% of each account executive's salary is allocated to WRBR.

(3) Base pay 50/50, commissions or bonus allocated based on revenue by station.

(4) Prior to the closing on WRBR, Steve Kline was the General Manager of WBYT and was
in charge of the JSA for WBYT and WRBR, then owned by Booth American. Dave Hicks
interviewed Mr. Kline and selected him to serve as the General Manager after the closing.
He was instructed from the beginning as to the restrictions of his dual role and that
decisions involving WRBR are to be made by Dave Hicks, that he should refrain from
discussing with or involving John Dille in any way with the day-to-day operations of
WRBR.

In addition to the above individuals, accounting services are provided to Hicks
Broadcasting LLC by Pathfinder employees pursuant to the accounting agreement attached and
described in response to Question 9. No portion of the cost of any accounting personnel of
Pathfinder is allocated to Hicks Broadcasting LLC since those. services are covered by the
accounting agreement.

Dave Hicks and Hicks Broadcasting LLC have maintained effective control over the
personnel, finances and the programming of WRBR through these operating arrangements. Dave
Hicks has been a principal owner of radio stations for over 15 years and has worked in
broadcasting for over 35 years. He is well aware of his duties and responsibilities as the
controlling member of Hicks Broadcasting LLC,the licensee of WRBR, and properly exercises
those duties and responsibilities.

11. The record reflects that David Hicks became an employee of Pathfinder in
January 1995. Provide information concerning Hicks' employment with
Pathfinder until the present time, including positions held, dates and duties.
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Mr. Hicks was included on the executive payroll of Truth Publishing Company, Inc.
("Truth") starting September 1, 1994. Between September 1,1994 and December 31, 1994, Mr.
Hicks worked for Sign-Pro of Indiana, Inc. ("Sign-Pro") (a vinyl sign business owned by John
Dille).

As of January 1, 1995, Mr. Hicks began to also provide assistance to all of Pathfinder's
radio stations in the area of national sales and continued working parttime with Sign-Pro.
Approximately 21 % of Mr. Hicks' pay was allocated to Sign-Pro, 28% was allocated to the
various radio stations, including WRBR (12.5%), in connection with his duties relating to national
sales and 51 % was allocated to WRBR. Mr. Hicks was paid on Truth checks, but his salary was
allocated as described here.

Effective July 1, 1995, Mr. Hicks became the General Manager of WCUZ (AM/FM),
Grand Rapids, Michigan and WAKX(FM), Holland, Michigan, and 49% of his salary was
allocated to those stations until February 28, 1996, and the remaining 51 % was allocated to
WRBR. Mr. Hic}cs was no longer involved with Sign-Pro. Effective March 1, 1997, Mr. Hicks'
salary is allocated 100% to WRBR, since he no longer is General Manager of the Michigan
stations, which were sold by Pathfinder.HI

HI John Dille has no plans to hire Dave Hicks for Pathfinder or any other entity in which
John Dille is involved as long as Mr. Hicks remains involved in the ownership of WRBR.
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